s PROBLEMATIC
NEIGH IHOODS

"A whole lot more than just
new Factors®

Presented by Ken Surfoce ﬁ
\MW/

Course Qutline

+ This course will cover:

— Discussion regarding the work that is needed to trend
problematic residential neighborhoods.

— How to fix these problematic neighborhoods by
addressing effective years, conditions, grades and
land values for all the properties within the
neighborhood as they relate to 2006 market values

— How to accomplish our goal of reducing appeals and
decreasing tax rates

Course Qutline

* We wili review:

— How just calculating new factors won't
necessarily give you uniform and equitabie
assessments despite being within state
standards

- The effects of our newly calculated factors
and how this relates to the individual
properties that sold in terms of $ variance and
% variance

— Reduction of appeals




Course Outline

« We will Review:

— What our sold properties are telling us in
terms of market value and how we can use
this information for our unsold properties

— How to get to market value by making
changes within your ecama systems

Our Goal ?7?7?

+ Question:

— What is the bottom line Goal that we hope to
achieve through the completion of the
trending process that is now required of
assessors every year?

Our Goal 77?7

« Answer:

— Hopefully, establish a true tax value as of the
valuation date, for 2007 assessments it will be 1-1-06

— Narrow the disparity between assessment values and
purchase prices

— Narrow the disparity between assessment values and
market values for non-sold properties

— Create an overall smalier variance in our nbhd's




Qur Goal????

* Question:
— Does the method of just factoring the current
cost and depreciation tables accomplish our
goal for all types of neighborhoods?

Our Goal????

* Answer:
— Unlikely — The approach of just calculating a
new market factor is unlikely to yield a True
Tax Value for every type of neighborhood
since the unadjusted costs and depreciation
tables are based upon calculations from 1999.

Neighborhoods

* What type of neighborhoods does the
method of just calculating a new factor
work well for?

~« What type of neighborhoods does the
method of just calculating a new factor not
work well for? (i.e.what are your
problematic type of neighborhoods)




True Tax Value Definition

« True Tax Value Defined as: .

— “The market value-in-use of a property for its
current use, as reflected by the utility received
by the owner or a similar user, from the
property’”.

Assessor Responsibility

+ Page 2 of the 2002 Real Property Assessment
Manual defines the assessors responsibility.

~ True Tax Value ~ It is this definition, therefore, that
sets the standard upon which assessments may be
Judged. Although this assessment manual provides
general rules for assessing property, situations may
arise that are not explained or that result in
assessmentsthat may be inconsistent with this
definition. In those cases the assessor shall be
expected to adjust the assessment to comply with
this definfion and may ask the State Board to

gﬂonsider additional factors, pursuant to IC 6-1.1-31-

Principles of Annual Assessments

» Current market value implies annual
assessments of all property

« Limit tax shifts between property classes

- Assessing officers should consciously
reevaluate the factors that affect value

+ |tis necessary to observe and evaluate

« It is recommended that assessing officers
consider establishing regular reappraisal
cycles




Sales Information

« Sales information is our #1 source of
information for the majority of our
properties

« It drives our current annual adjustment
system

Sales Chasing

« “Sales Chasing” is the practice of using
the sale of the property to trigger a
reappraisal of that property at or near the
selling price

Sales Chasing

» Sales Chasing causes the following:
— Invalid uniformity results in a sales ratio study
— Invalid appraisal level results unless similar
unsold parcels are reappraised by a method
that produces the same percentage market
value (appraisal level) as on the parcels that
“sold”




Sales Chasing

+ Unless similar unsold parcels are
reappraised at the same level as soid
parcels, sales chasing causes inequitable
freatment of taxpayers by shifting the
burden to taxpayers who have recently
purchased property

Sales Information

« This class is going to concentrate on what
our sales information is telling us and how
we can apply this information to the sold
and unsold properties in our problematic
neighborhoods

Sales Disclosure Investigation

» Sales Disclosures drive the entire trending
process
— It is hard to trend, if not impossible without
good sales data.
— Each sales needs to be reviewed for complete
list of parcels involved and validity.

« This needs to be done immediately — not a year
later, when you are starting your factor calculations

« Large Discrepancies (+ or — 40% from current AV)
need to have the property field reviewed
immediately. Why the big difference?




Sales Disclosure Investigation

+ Validation:

~ Just data basing sales disclosures is not enough -
garbage in = garbage out

- SDF's need fo be validated and data based
accurately per property class, etc.

- ;(kou can not just in-validate every sale that you don't
ike

— For sales that are determined not to be valid -
indicate a reason in the database

— The DLGF is putting an enormous emphasis on
matching the number from the SDF database to what
is used on ratio studies

Sales Disclosure Investigation

+ Need to research Multiple Parcel sales
- Don't immediately discard them due to being
multiple parcels as many are valid sales
+ Need to research all Commercial and
Industrial Sales

HANDOUTS

+ HANDOUT #1
— Handout #1 calculates the market adjustment
factor for the neighborhood based upon the
recorded sales




HANDOUTS

e Handout#2
— Handout #2 is a ratio study for this
neighborhood
— The market adjustment factor of 1.77 has

been applied to all improvements within the
neighborhood

HANDOUTS

* Handout#3

~ Handout #3 shows the variance in terms of
dollars and percentage (Sales Price vs Total

AV)

Review of our NBHD

* This neighborhood has approximately 200

parcels

— Do you feel that the entire neighborhood is
uniform and equitable based upon our results
from our sales in the ratio study which
account for approximately 10% of all our
properties?

— Do you feel that we will have several unsold
properties undervalued and overvalued?




Review of our NBHD

« Do you feel that we will have some
appeals as result of the current market
adjustment factor (1.77) that is being
applied?

+ Is the factor causing the bad assessments
or is it the poor base values that is causing
our bad assessments?

' SALE OUTLIERS

+ Sales Outliers are sales that are having an
adverse effect on the entire data set

« Within our dataset, there are a few sales
that | would consider outliers

* We are going to concentrate on the first 4
properties, that are predominately driving
this 1.77 factor

SOLD PROPERTIES

« The following set of pictures are of
properties within the neighborhood that
sold

— Information listed
+ Current Grade
« Current Effective Year
* Current Condition
* Sales Price .
« Finished Living Square Footage
« Total AV after applying mkt. adjustment factor




Parcel #1
D, 1926, Poor
Sold for $74,980, Total AV = $43,500

1080 sq &t of finished living area
i,

Parcel #2
D, 1926, Average
sold for $165,00, Total AV =$99,700

2200 sq ft of finished kving area

Parcel #3
D, 1926, Fair
Sold for 90,300, Total AV = $63,550
1633 sq. ft of finished Eving area
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Parcel #4
D, 1926, Fair
Sold for $69,000, Total AV =53,700
950 sq. ft of finished fving area

Non Sold Properties

« The following set of pictures are of

properties within the neighborhood, but did
not sell.

— Information Listed

—Current Grade

— Current Effective Year

— Current Condition

— Finished Living Area Square Footage
~ Current AV (1.77 mkt. factor applied)

Parcel A
D, 1926, Average
No sales price, Total AV =138,300
3044 sq. f. of finished Kving area

1"



Parcel B
D-1, 1950, Average
No sales price, Total AV =$85,700
922 sq. ft. of finished fiving area

Parcel C
D, 1926, Poor

No Sales Price, Total AV = $52,700
1920 sq. ft of finished Eving area

Residential Improvement
Assessing

» Despite a general reassessment not being
ordered, selected residential areas should
be reviewed annually for accuracy bringing
them in line with their purchasing prices.
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Residential Improvement
Assessing

- Assessors need to use the various tools
available to them

Learn from your sales and then apply your
knowledge to the other properties

— Utilize the effective Age

- Utilize condition

— Utilize obsolescence

— Utilize appraisals

— Utilize previous appeals

— Utilize sales per square footage calculations
— Utilize sales on a per unit basis, etc.

Residential Improvement
Assessing
+ Goal: '

— Remember our goal is create assessments that are
similar between sold / unsold property based upon
sales & appraisals of similar properties

+ Concern:

— For many of you, there maybe a reluctance to
changing effective year as the manual only
indicates that this is to be done if there is additional
square footage added to the structure.

ADDRESSING THE BASE
ASSESSMENT

» To address the base assessment you
need to look at the following:
- Grade
— Condition
- Effective Year

+ probably the most important aspect of the base

value as it has the biggest impact on the amount of
depreciation being received

13



ADDRESSING EFF YR

= Howto address the effective year so that it
brings our properties more in fine with
today's market value
-~ FORMULA
- Sales Price or Desired Value minus Land AV = our
True Tax Value
« True Tax Value divided by our Mkt. Adj. Factor=
our Remainder Value

ADDRESSING EFF YR

» Formula (cont'd)

— The difference between our Remainder Value
and our Replacement Cost divided by the
Replacement Cost = our desired Depreciation
Amount

— Referencing our newly desired Depreciation
Amount from the manuals depreciation tables
will give us our desired Effective Year

HANDOUTS

* Handout#4

— Handout #4 address the effective year,
condition and grade for our 4 properties

— We are going to utilize our adjusted factor of
1.65 ’
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HANDOUTS

* Handout#5

- Handout #5 address the effective year,
condition and grade for our 3 non-sold
properties

—We are going to use our adjusted market
factor maintain our 1.65

- We have determined through our sales
analysis that on average properties in this

nbhd are selling for approximately $70 per
square foot of finished living space

HANDOUTS

* Handout #6

— Handout #6 is a recalculation of our market
adjustment factor

-~ Having addressed 4 of our 5 sales outliers our
new market adjustment factor is 1.65

HANDOUTS

Handout #7

~ Handout #7 reflects a revised ratio study after
making the changes to our 4 parcels

—~We also made changes to our unsold
properties based upon our sales information

~ The uniformity in our assessments are now
more valid as we addressed not only the sold
properties but also the un-sold properties

15



HANDOUTS

« Handout#8

- Handout #8 is a comparison of our $ and %
variance

« Top portion is with our original factor of 1.77
« Bottom portion is with our revised factor of 1.65

RESULTS

+ In addition to greater uniformity, we have
also decreased the potential for appeals
* We also increased our Total AV for the
neighborhood
+ Tax Burden is not being shifted to just
those properties that sold

« Tax Rates will potentially fall

Data Basing

* The more information you can data base

the better your future trended years will
be.

— Sales
— Appeals

+ Record the year of your data (i.e. based upon 2005
appraisal, 2003 — 2005 income/expense info, etc)
~ Appraisals

—Income Information

16



Data Basing

« Appeal data basing will provide you an
extensive amount of valuable information
—You can use the final determined value from

the appeal in the same manner as you use
sales information
— This will just increase your sample size and it

will now be reflecting properties that did not

sell as this is where most of your appeals
come from

Data Basing

« Appeal data basing will also eliminate

repeated appeals from the same taxpayer
in the upcoming year

Concerns/Questions

» Does anyone have any special concerns
or questions?

17



Gambling

If you plan on Gambling know when to watk away
This applies to when you are up and more importantly
when you are down

“ Thank You

« Contact Information

- Ken Surface
* 317-753-5555

18



HANDOUT #1 (CALCULATION OF MARKET ADJUSTMENT FACTOR

PARCEL# CLASS COND GRADE YRBLT EFFYR LANDAV IMP AV TOT AV SALE DATE  SALES PRICE SP-LAND IND FACT

1 510 P D 1926 1926 17600 14630 32230 8/4/2003 $74,980.00 57380 3.92
2 510 A D 1926 1926 14500 48140 62640 10/8/2003 $165,000.00 150500 3.13
3 510 F D 1926 1926 15300 27260 42560 9/20/2004 $89,900.00 74600 2.74
4 510 F D-1 1926 1926 24600 16420 41020 6/28/2005 $69,000.00 44400 2.70
5 510 G D+2 1926 1926 41900 102368 144268 5/27/2003 $151,189.00 109289 1.07
6 510 F D-1 1940 1940 12400 21184 33584 9/4/2003 $50,500.00 38100 1.80
7 510 F D 1930 1930 18300 25461 44761 12/2/12003 $60,000.00 40700 1.60
8 510 A D 1926 1926 18900 36000 54900 12/19/2003 $80,000.00 61100 1.70
9 511 A D 1926 1926 4000 22434 26434 1/30/2004 $37,000.00 33000 1.47
10 510 A D+1 1923 1923 19600 40658 60258 2/27/2004 $84,900.00 . 65300 1.61
11 510 A D+2 1962 1962 19600 33355 52955 3/5/2004 $76,500.00 56900 1.71
12 510 A D-1 1926 1926 16800 28421 45221 4/15/2004 $68,280.00 51480 1.81
13 510 F D-1 1926 1926 11400 24211 35611 5/10/2004 $45,000.00 33600 1.39
14 510 A D+2 1926 1926 28800 38158 66958 5/14/2004 $78,700.00 49900 1.31
15 510 A D 1926 1926 10900 21447 32347 8/6/2004 $40,280.00 29380 1.37
16 510 F D+1 1886 1886 28500 39803 68303 3/24/2005 $95,000.00 66500 1.67
17 510 A D+2 1957 1957 16000 33224 49224 6/29/2005 $78,000.00 62000 1.87
18 510 A C-1 1926 1926 23500 70592 94092 6/30/2005 $149,500.00 126000 1.78
19 510 A D 1950 1950 15600 43882 59482 10/12/2005 $92,000.00 76400 1.74
20 510 F D+1 1926 1926 16500 38092 54592 12/14/2005 $78,001.00 61501 1.61
Factor with all 20 parcels included 725,739 1,288,030 1.77

Adjusted factor with parcels 6 - 20 516,921 851,861 1.65



HANDOUT # 2 RATIO STUDY

Factor of 1.77 was used

PARCEL# CLASS COND GRADE YRBLT EFFYR SALEDATE SALESPRICE LANDAV FACTIMP TOTALAV ASS/SP VAR

1 510 P D 1926 1926 8/4/2003 $74,980.00 17600 25900 43500 0.58 0.449946
2 510 A D 1926 1926 10/8/2003 $165,000.00 14500 85200 99700 0.60 0.425858
3 510 F D 1926 1926 9/20/2004 $89,900.00 15300 48300 63600 0.71 0.322648
4 510 F D-1 1926 1926 6/28/2005 $69,000.00 24600 29100 53700 0.78  0.25184
5 510 G D2 1926 1926 5/27/2003 $151,189.00 41900 181100 223000 1.47 0.444875
6 510 F D-1 1940 1940 9/4/2003 $50,500.00 12400 37500 49900 0.99 0.041982
7 510 F D 1930 1930 12/2/2003 $60,000.00 19300 45000 64300 1.07 0.041566
8 510 A D 1926 1926 12/19/2003 $80,000.00 18900 63720 82620 1.03 0.00265
g 511 A D 1926 1926 1/30/2004 $37,000.00 4000 39700 43700 1.18 0.150981
10 510 A D+1 1923 1923 2/27/2004 $84,900.00 19600 71900 91500 1.08 0.047638
1" 510 A D+2 1962 1962 3/5/2004 $76,500.00 19600 59000 78600 1.03 0.00265
12 510 A D-1 1926 1926 4/15/2004 $68,280.00 16800 50300 67100 0.98 0.047382
13 510 F D-1 1926 1926 5/10/2004 $45,000.00 11400 42800 54200 1.20 0.174344
14 510 A D+2 1926 1926 5/14/2004 $78,700.00 28800 67500 196300 1.22 0.193534
15 510 A D 1926 1926 8/6/2004 $40,280.00 10900 37900 48800 1.21 0.181419
16 510 F D+1 1886 1886 3/24/2005 $95,000.00 28500 70400 98900 1.04 0.010952
17 510 A D+2 1957 1957 6/29/2005 $78,000.00 16000 58800 74800 0.96 0.071126
18 510 A C-1 1926 1926 6/30/2005 $149,500.00 23500 124900 148400 0.99 0.037458
19 510 A D 1950 1950 10/12/2005 $92,000.00 15600 77600 93200 1.01 0.017057
20 510 F D+1 1926 1926 12/14/2005 $78,001.00 16500 67400 83900 1.08 0.045527

MEDIAN 1.03

CoD 14.37%

PRD 1.01



PARCEL# CLASS COND GRADE YRBLT EFFYR SALEDATE SALESPRICE LANDAV FACTIMP TOTALAV $VARIANCE % VARIANCE

1 510 P D 1926 1926 8/4/2003 $74,980.00 17600 25900 43500 ($31,480.00) -41.98%

2 510 A D 1926 1926 10/8/2003 $165,000.00 14500 85200 99700 ($65,300.00) -39.58%

3 510 F D 1926 1926 9/20/2004 $89,900.00 15300 48300 63600 ($26,300.00) -29.25%

4 510 F D-1 1926 1926 6/28/2005 $69,000.00 24600 29100 53700 ($15,300.00) -22.17%

5 510 G D+2 1926 1926 5/27/2003 $151,189.00 41900 181100 223000 $71,811.00 47.50% definite appeal
6 510 F D-1 1940 1940 9/4/2003 $50,500.00 12400 37500 49900 ($600.00) -1.19%

7 510 F D 1930 1930 12/2/2003 $60,000.00 19300 45000 64300  $4,300.00 7.17%

8 . 510 A D 1926 1926 12/19/2003 $80,000.00 18900 63720 82620  $2,620.00 3.28%

9 511 A D 1926 1926 1/30/2004 $37,000.00 4000 39700 43700  $6,700.00 18.11% possible appeal
10 510 A D+1 1923 1923 212712004 $84,900.00 19600 71900 91500  $6,600.00 7.77%

1" 510 A D+2 1962 1962 3/5/2004 $76,500.00 19600 59000 78600  $2,100.00 2.75%

12 510 A D-1 1926 1926 4/15/2004 $68,280.00 16800 50300 67100  ($1,180.00) -1.73%

13 510 F D-1 1926 1926 6/10/2004 $45,000.00 11400 42800 54200  $9,200.00 20.44% probable appeal
14 510 A D+2 1926 1926 5/14/2004 $78,700.00 28800 67500 96300 $17,600.00 22.36% probable appeal
15 510 A D 1926 1926 8/6/2004 $40,280.00 10900 37900 48800  $8,520.00 21.15% probable appeal
16 510 F D+1 1886 1886 3/24/2005 $95,000.00 28500 70400 98900  $3,900.00 4.11%

17 510 A D+2 1957 1957 6/29/2005 $78,000.00 16000 58800 74800 ($3,200.00) -4.10%

18 510 A C-1 1926 1926 6/30/2005 $149,500.00 23500 124900 148400  ($1,100.00) -0.74%

19 510 A D 1950 1950 10/12/2005 $92,000.00 15600 77600 93200  $1,200.00 1.30%
20 510 F D+1 1926 1926 12/14/2005 $78,001.00 16500 67400 83900  $5,899.00 7.56%

NOTE:

$ VARIANCE A positive number represents the dollar amount that the property is overassed per its sales price

A negative number represents the dollar amount that the property is underassessed per its sales price

% VARIANCE A positive number represents the percentage amount that the property is overassessed per its sales price

A negative number represents the percentage amount that the property is underassessed per its sales price



CURRENT INFORMATION (SOLD PROPERTIES)

REM TRUE TAX .
PARCEL# CLASS COND GRADE YRBLT EFFYR LANDAV REP COST DEP. VALUE FACT VALUE TOTAV Sales Price $ VARIANCE
1 510 P D 1926 1926 17600 58530 75% 14630 1.65 25900 43500  $74,980.00 $31,480.00
2 510 A D 1926 1926 14500 96270 §0% 48140 1.656 85200 99700 $165,000.00 $65,300.00
3 510 F D 1926 1926 15300 77880 65% 27260 1.65 48300 63600  $89,900.00 $26,300.00
4 510 F D-1 1926 1926 24600 46930 65% 16420 1.66 29100 53700  $69,000.00 $15,300.00
ADJUSTMENT CALCULATIONS
Formula:
Sales price or Desired Value True Tax Value Remainder Value Difference Reference Dep Amount
minus divided by minus divided by on Dep. Tabies to obtain
Land AV Mkt Factor Replacement Cost Remainder Value newly calculated EFF YR
= True Tax Value = Remainder Value Difference = Dep Amount to get calc
1 74,980 57,380 34,780 -23,750 40% and Avg Cond
minus divided by minus divided by cross references to
17,600 1.65 58,530 58,530 actual age of 46-50
= 57,380 34,780 = -23,750 40.50% 1999 - 48 = 1951 eff yr
2 165,000 150,500 91,210 -5,060 5% and Avg Cond
minus divided by minus divided by cross references to
14,500 1.65 96,270 96,270 actual age of 3
= 150,500 91,210 = -5,060 5.30% 1999 - 3 = 1996 eff yr
What are your calculations for #3
What are your calculations for #4
REVISED INFORMATION (SOLD PROPERTIES)
REM TRUE TAX
PARCEL# CLASS COND GRADE YRBLYT EFFYR LANDAV REPCOST DEP. VALUE FACT VALUE TOTAV Saies Price $ VARIANCE
1 510 A D 1926 1951 17600 58530 40%] 35120 1.65 57950 75650| $74,980.00 ($570.00)
2 510 A D 1926 1996 14500 96270 5% 91460 1.65 150900/ 165400/ $165,000.00 ($400.00)
3 510 D 1926 16300 77880 1.65 $89,900.00
4 510 D-1 1926 24600 46930 1.65 $69,000.00




CURRENT INFORMATION (NON-SOLD PROPERTIES)
DESIRED VALUE IS BASED UPON OUR ANALYSIS OF $70.00 PER SQ FT OF FINISHED LIVING AREA

: REM TRUE TAX
PARCEL# CLASS SQ.FT COND GRADE YRBLT EFFYR LANDAV REP COST DEP. VALUE FACT VALUE TOTAV Desired Value $ VARIANCE
A 510 3044 A D 1926 1926 30000 122340 50% 61170 1.77 108300 138300 $213,000.00 $74,700.00
B 510 922 A D-1 1950 1950 23600 58460 40% 35080 1.77 62100 85700 $64,500.00  ($21,200.00)
9 510 1920 P D 1926 1926 16400 82020 75% 20510 1.77 36300 52700 $134,400.00 $81,700.00
ADJUSTMENT CALCULATIONS (UTILIZING OUR NEW FACTOR OF 1.65)
Formula:
Sales price or Desired Value True Tax Value Remainder Value Difference Reference Dep Amount
minus divided by minus divided by on Dep. Tables to obtain
Land AV Mkt Factor Replacement Cost Remainder Value newly calculated EFF YR
= True Tax Value = Remainder Value = Difference = Dep Amount to get calc
A 213,000 183,000 103,400 -11,440 9% and Avg Cond
minus divided by minus divided by cross references to
30,000 1.65 122,340 122,340 actual age of 7
= 183,000 110,900 -11,440 9.40% 1999 - 7 = 1992 eff yr
B 64,500 40,900 24,790 -33,670 58% depreciation is greater
minus divided by minus divided by than the current depreciation
23,600 1.65 58,460 58,460 Need to apply obsolescence
= 40,900 = 24,790 -33,670 58.00% Apply approx. 30% OBS
What would the depreciation change to if you changed the condition to Fair
What would the depreciation change to if you changed the condition to poor
What are your calculations for C
REVISED INFORMATION (SOLD PROPERTIES)
REM TRUE TAX
PARCEL# CLASS SQ.FT COND GRADE YRBLT EFFYR LANDAV REPCOST DEP. VALUE FACT VALUE TOTAV Desired Value $ VARIANCE
A 510 3044 A D 1926 1985 30000 122340 9%] 111330 1.65 183700 213700 $213,000.00 ($700.00)
B 510 922 A D1 1950 1950 23600 58460 40%{ 35080 1.65 40510 64110 $64,500.00 $390.00
[ 510 1920 D 1926 16400 82020 1.65 $134,400.00




After making adjustments to 4 of our 5 outlier sales

PARCEL# CLASS COND GRADE YRBLT EFFYR LANDAV IMPAV SALE DATE SALES PRICE SP-Land IND FACT
1 510 P D 1926 1926 17600 35120 8/4/2003 $74,980.00 57380 1.63
2 510 A D 1926 1926 14500 91460 10/8/2003 $165,000.00 160500 1.65
3 510 F D 1926 1926 15300 46730 9/20/2004 $89,900.00 74600 1.60
4 5§10 F D-1 1926 1926 24600 25810 6/28/2005 $69,000.00 44400 1.72
5 510 G D+2 1926 1926 41900 102368 5/27/2003 $151,189.00 109289 1.07
6 510 F D-1 1940 1940 12400 21184 9/4/2003 $50,500.00 38100 1.80
7 510 F D 1930 1930 19300 25461 12/2/2003 $60,000.00 40700 1.60
8 510 A D 1926 1926 18900 36000 12/19/2003 $80,000.00 61100 - 1.70
9 511 A D 1926 1926 4000 22434 1/30/2004 $37,000.00 33000 147
10 510 A D+1 1923 1923 18600 40658 2/27/2004 $84,900.00 65300 1.61
11 510 A D+2 1962 1962 19600 33355 3/5/2004 $76,500.00 56900 1.71
12 510 A D-1 1926 1926 16800 28421 4/15/2004 $68,280.00 51480 1.81
13 510 F D-1 1926 1926 11400 24211 5/10/2004 $45,000.00 33600 1.39
14 510 A D+2 1926 1926 28800 38158 5/14/2004 $78,700.00 49900 1.31
15 510 A D 1926 1926 10900 21447 8/6/2004 $40,280.00 29380 1.37
16 510 F D+1 1886 1886 28500 39803 3/24/2005 $85,000.00 66500 1.67
17 510 A D+2 1957 1957 16000 33224 6/29/2005 $78,000.00 62000 1.87
18 510 A C-1 1926 1926 23500 70592 6/30/2005 $149,500.00 126000 1.78
19 510 A D 1950 1950 15600 43882 10/12/2005 $92,000.00 76400 1.74
20 510 F D+1 1926 1926 16500 38092 12/14/2005 $78,001.00 61501 1.61
Factor with all 20 parcels included 818,409 1,288,030 1.57
Adjusted factor excluding parcel 5 716,041 1,178,741 1.65



Utilizing our adjusted Factor of 1.65

PARCEL# CLASS COND GRADE YRBLT EFFYR SALEDATE SALESPRICE LANDAV FACTIMP TOTALAV ASS/SP VAR

1 510 A D 1926 1951 8/4/12003 $74,980.00 17600 57950 75550 1.01  0.002589
2 510 A D 1926 1996 10/8/2003 $165,000.00 14500 160900 165400 1.00 0.002589
3 §10 A D 1926 1951 9/20/2004 $89,900.00 15300 77100 92400 1.03 0.022796
4 510 A D-1 1926 1944 6/28/2005 $69,000.00 24600 42590 67190 0.97 0.031245
5 510 G D+2 1926 1926 5/27/2003 $151,189.00 41900 168900 210800 1.39 0.389268
6 510 F D-1 1940 1940 9/4/2003 $50,500.00 12400 34950 47350 0.94 0.067389
7 510 F D 1930 1930 12/2/2003 $60,000.00 18300 42010 61310 1.02° 0.01682
8 510 A D 1926 1026 12/18/2003 $80,000.00 18900 59400 78300 0.98 0.026263
9 511 A D 1926 1926 1/30/2004 $37,000.00 4000 37020 41020 1.11 0.103636
10 510 A D+1 1923 1823 2/27/2004 $84,900.00 19600 67090 86680 1.02 0.01807
11 510 A D+2 1962 1962 3/5/12004 $76,500.00 19600 55040 74640 0.98 0.029327
12 510 A D-1 1926 1926 4/15/2004 $68,280.00 16800 46890 63690 0.93 0.072236
13 510 F D-1 1926 1926 5/10/2004 $45,000.00 11400 39950 51350 1.14 0.136098
14 510 A D+2 1926 1926 5/14/2004 $78,700.00 28800 62960 91760 1.17 0.160933
15 510 A D 1926 1926 8/6/2004 $40,280.00 10900 35390 46290 1.15 0.144192
16 510 F D+1 1886 1886 3/24/2005 $95,000.00 28500 65670 94170 0.99 0.01375
17 510 A D+2 1957 1957 6/29/2005 $78,000.00 16000 54820 70820 0.91 0.097064
18 510 A C-1 1926 1926 6/30/2005 $149,500.00 23500 116480 139980 0.94 0.068692
19 510 A D 1950 1950 10/12/2005 $92,000.00 15600 72400 88000 0.96 0.048491
20 510 F D+1 1926 1926 12/14/2005 $78,001.00 16500 62850 79350 1.02 0.012282

MEDIAN 1.01

COD 7.27%

PRD 1.00



UTILIZING OUR ORIGINAL FACTOR OF 1.77

PARCEL# . CLASS COND GRADE YRBLT EFFYR SALEDATE

SALESPRICE LANDAV FACTIMP TOTAL AV $ VARIANCE % VARIANCE
1 510 P D 1926 1926 8/4/2003 $74,980.00 17600 25900 43500 ($31,480.00) -41.98%
2 510 A D 1926 1926 10/8/2003 $165,000.00 14500 85200 99700 ($65,300.00) -39.58%
3 510 F D 1926 1926 9/20/2004 $89,900.00 16300 48300 63600 ($26,300.00) -29.25%
4 510 F D-1 1926 1926 6/28/2005 $69,000.00 24600 29100 53700 ($15,300.00) -22.17%
5 510 G D+2 1926 1926 5/27/2003 $151,189.00 41900 181100 223000 $71,811.00 47.50%
6 510 F D-1 1940 1940 9/4/2003 $50,500.00 12400 37500 49900 ($600.00) -1.19%
7 510 F D 1930 1930 12/2/2003 $60,000.00 19300 45000 64300  $4,300.00 717%
8 510 A D 1926 1926 12/19/2003 $80,000.00 18900 63720 82620  $2,620.00 3.28%
9 511 A D 1926 1926 1/30/2004 $37,000.00 4000 39700 43700  $6,700.00 18.11%
10 510 A D+1 1923 1923 2/27/2004 $84,900.00 19600 71900 91500 . $6,600.00 777%
11 510 A D+2 1962 1962 3/5/2004 $76,500.00 19600 59000 78600  $2,100.00 2.75%
12 510 A D-1 1926 1926 4/15/2004 $68,280.00 16800 50300 67100 ($1,180.00) -1.73%
13 510 F D-1 1926 1926 5/10/2004 $45,000.00 11400 42800 54200  $9,200.00 20.44%
14 510 A D+2 1926 1926 5/14/2004 $78,700.00 28800 67500 96300 $17,600.00 22.36%
15 510 A D 1926 1926 8/6/2004 $40,280.00 10800 37900 48800  $8,520.00 21.15%
16 510 F D+1 1886 1886 3/24/2005 $95,000.00 28500 70400 98900  $3,900.00 4.11%
17 510 A D+2 1957 1957 6/29/2005 $78,000.00 16000 58800 74800  ($3,200.00) -4.10%
18 510 A C-1 1926 1926 6/30/2005 $149,500.00 23500 124900 148400 ($1,100.00) -0.74%
19 510 A D 1950 1950 10/12/2005 $92,000.00 15600 77600 93200  $1,200.00 1.30%
20 510 F D+1 1926 1926 12/14/2005 $78,001.00 16500 67400 83900  $5,899.00 7.56%

Total AV 1,659,720

UTILIZING OUR REVISED FACTOR OF 1.65

PARCEL# CLASS COND GRADE YRBLT EFFYR SALEDATE SALESPRICE LANDAV FACTIMP TOTALAV $ VARIANCE % VARIANCE
1 510 A D 1926 1951 8/4/2003 $74,980.00 17600 57950 75550 $570.00 0.76%
2 510 A D 1926 1996 10/8/2003 $165,000.00 14500 150900 165400 $400.00 0.24%
3 510 A D 1926 1951 9/20/2004 $89,900.00 15300 77100 92400  $2,500.00 2.78%
4 510 A D-1 1926 1944 6/28/2005 $69,000.00 24600 42590 67190  ($1,810.00) -2.62%
5 510 G D+2 1926 1926 5/27/2003 $151,189.00 41900 168900 210800 $59,611.00 39.43%
6 510 F D-1 1940 1940 9/4/2003 $50,500.00 12400 34950 47350  ($3,150.00) -6.24%
7 510 F D 1930 1930 12/2/2003 $60,000.00 19300 42010 61310  $1,310.00 2.18%
8 510 A D 1926 1926 12/19/2003 $80,000.00 18900 59400 78300 ($1,700.00) -2.13%
9 511 A D 1926 1926 1/30/2004 $37,000.00 4000 37020 41020  $4,020.00 10.86%
10 510 A D+1 1923 1923 212712004 $84,900.00 19600 67090 86690  $1,790.00 2.11%
11 510 A D+2 1962 1962 3/5/2004 $76,500.00 19600 55040 74640 ($1,860.00) -2.43%
12 510 A D-1 1926 1926 4/15/2004 $68,280.00 16800 46890 63690  ($4,590.00) -6.72%
13 510 F D-1 1926 1926 5/10/2004 $45,000.00 11400 39950 51350 $6,350.00 14.11%
14 510 A D+2 1926 1926 5/14/2004 $78,700.00 28800 62960 91760 $13,060.00 16.59%
15 510 A D 1926 1926 8/6/2004 $40,280.00 10900 35390 46290  $6,010.00 14.92%
16 510 F D+1 1886 1886 3/24/2005 $95,000.00 28500 65670 94170 ($830.00) -0.87%
17 510 A D+2 1957 1957 6/29/2005 $78,000.00 16000 54820 70820 ($7,180.00) -9.21%
18 510 A C-1 1926 1926 6/30/2005 $149,500.00 23500 116480 139980  ($9,520.00) -6.37%
18 510 A D 1950 1950 10/12/2005 $92,000.00 15600 72400 88000 ($4,000.00) -4.35%
20 510 F D+1 1926 1926 12/14/2005 $78,001.00 16500 62850 79350 $1,349.00 1.73%

TOTAL AV 1,726,060
increased AV 66,340 :
NOTE:

$ VARIANCE A positive number represents the dollar amount that the property is overassed per its sales price
A negative number represents the dollar amount that the property is underassessed per its sales price

% VARIANCE A positive number represents the percentage amount that the property is overrassessed per its sales price

--A negative number represents the percentage amount that the property is under~~~essed per its sales price

definite appeal

possible appeal

probable appeal
probable appeal
probable appeal

definite muumm_

possible appeal



Table B-3—Residential Depreciation Chart- Quality Grade “C”
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Appendix B . Residential and Agricultural Depreciation
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2007 Winter Conference

January 16 — 20, 2007

TRENDING:

“Awhole lot more than just new Factors”

Presented by Ken Surface
Director, Nexus Group

Course Outline

» This course will cover:

— Discussion regarding the work that is needed
to be completed to properly trend all types of
properties prior to calculating the basic
residential market factors and submitting a
ratio study

Course Qutline

* We will review:
- Sales Disclosure Investigation
- Neighborhood Arrangements
- Land Value Determination
- Residential improvement Assessments
- Outlier Resolutions
- C &1 Trending Techniques




Course Qutline

+ This course will not cover how to calculate
market adjustment factors and the completion of
a ratio study

< Ahandout will be distributed demonstrating that
despite being within standard, market
adjustment factors can still lead to improper
assessments

+ This handout will emphasize the need to review
residential properties and not just rely on
calculated factors. .

Our Goal ?7?77?

* Question:

—What is the bottom line Goal that we hope to
achieve through the completion of the
trending process that is now required of
assessors every year?

Our Goal ???7?

* Answer:

~ Hopefully, establish a true tax value as of the
valuation date, for 2007 assessments it will be
1-1-06

~ Narrow the disparity between assessment
values and purchase prices

— Narrow the disparity between assessment
values and market values for non-sold
properties




Qur Goal??7??

= Question:
~ Will applying the current cost approach
methods as outlined in the manual allow us to
achieve our goal?

Our Goal????

* Answer:

— Unlikely — The cost approach is unlikely to
yield a True Tax Value since the unadjusted
costs are based upon. cost estimates from
1999.

— Utilizing these unadjusted costs will require
either a large factor and/or overvalued land to
get assessments close to value as of 1-1-06

True Tax Value Definition

» True Tax Value Defined as:
~ “The market value-in-use of a property for its
current use, as reflected by the utility received
by the owner or a similar user, from the
property”.




Assessor Responsibility

 Page 2 of the 2002 Real Property Assessment
Manual defines the assessors responsibility.

— True Tax Value ~ “I is this definition, therefore, that
sets the standard upon which assessments may be
judged. Afthough this assessment manual provides
general rules for assessing pro, , Situations may
arise that are not explained or that resuit in
assessments that may be inconsistent with this
definition. In those cases the assessor shall be
expected to adjust the assessment to comply with

1S defifition and may ask the State Board to
g"onsider additional factors, pursuant to IC 6-1.1-31-

Pro’s & Con’s of the Manual

* Pro's
~ Manual will provide you basic cost approach
methods that will allow to start with a base
assessment for improvements.

— Manual will provide you various means and
methods to value land.

- Manual will provide you various tables to
calculate depreciation, etc.

Pro’s & Con'’s of the Manual

= Con's

— The Manual is set up to apply a valuation per the cost
approach and not a sales approach or an income
approach (i.e. its market value)

— The manual reflects 1999 cost tables and not the
current trending assessment year

— Land valuation methods as outlined in the manual are
merely basic calculations and may not necessarily
give you the proper land value per sales information

~ Depreciation tables do not and can not distinguish
between market areas within your own county




Court Decisions

» There have been many recent court
rulings referring to the “bottom line value’

versus the manuals cost approach to
value.

Court Decisions

« 3 recent decisions that have ruled the
“bottom line” value is what is important
and not necessarily the methodology used
by the assessor.

- O’Donell v. Departinent Local Government
Finance (Ind Tax, 9/21/2006)

— Kooshtard Property Vi, LLC v. White River
Township Assessor ({ind Tax, 11/3/2005)

~ Eckerfing v. Wayne Township Assessor
(ind Tax, 2/2/2006)

Sales Disclosure Investigation

« Sales Disclosures drive the entire trending
process

—Itis hard to trend, if not impossible without
good sales data.

— Each sales needs to be reviewed for complete
list of parcels involved and validity. )
« This needs to be done immediately — not a year
later, when you are starting your factor calculations
« Large Discrepancies (+ or — 40% from current AV)

need to have the property reviewed immediately.
Why the big difference? ’




Sales Disclosure Investigation

« Validation:

- Just data basing sales disclosures is not enough —
garbage in = garbage out

- SDF’s need to be validated and data based
accurately per property class, etc.

- You can not just inwvalidate every sale that you don't
like

— For sales that are determined not to be valid —
indicate a reason in the database

- The DLGF is putting an enommous emphasis on

matching the number from the SDF database to what
is used on ratio studies

NBHD Arrangements

« Past practice for many residential areas is to
have arranged neighborhoods by legal
description, meets & bounds, street names, etc.

* Residential neighborhoods need to be arranged
by improvement types (examples)
~ Style
— Duplex’s
— Mobile Homes
— Rentals
- Age

— Grades

NBHD Arrangements

» Geographic neighborhoods are suitable for
residential properties if the house style /
age is similar

+ Failure to delineate your properties
accordingly will lead to inaccurate
assessments

+ Sales of like properties need to be trended
and applied to comparable properties




NBHD Arrangements

« Commercial & Industrial properties should
probably remain arranged by geographic
areas
-~ Within these geographic areas, you can

arrange based upon lot sizes, road frontage

- Influences can be applied to the base rates to
adjust accordingly. {wo wil discuss this futher, fatec intha class)

NBHD Arrangements

+ Utilizing use type to define a neighborhood
sometimes works better than defining
neighborhoods by geographic areas
-~ Fast food establishments
— Convenience markets/gas stations
- Apartments
— Industrial

Land Value Determination

« Land Values need to be looked at each year

with trending

— The general tendency is still to undervalue land

— Vacant sales are golden but many times hard to come
by, uniess it is a new subdivision

- Failure to adjust the fand accordingly will just lead to
larger market adjustment factors being applied to the
improvements

— The larger the improvement factors, the greater the
chance for inaccurate assessments




Land Value Determination

* Question:

- Which land pricing method is the best to use?
+ Front Foot
« Acreage
« Square Footage
+ Lot Value

Land Value Determination

« Answer:

— The one that gives you the best assessment per the
property's market value

» Don't get caught up in the pricing method, but concentrate
your efforts more on the values you achieve

= Oniy have one pricing method for each neighborhood

» ifthe lot sizes vastly differ, maybe they should be in a
different neighbornood

« Use Infiuence factors (both + & - influences)

« Residential land should be 12 ~ 18% of total sales price
(minimum). More desirous locations (lakes, college campus
areas, efc, this percentage will be a lot greater

» Don't make it more difficultthan it has to be

Land Value Determination

» Land Values need to reflect what the total
properties market value is worth

» Commercial Land per the manual breaks
iand out into 4 categories
- Primary
— Secondary
- Undeveloped/Usabie
~ Undeveloped/Unusable




Land Value Determination

« Your goal is to assess the entire lot at its market
value
— We have found that applying the same land rate for
primary, secondary, and undeveloped/usable works
the best to arrive at true tax value
= Influences may have to be given to certain properties to bring
them in-line with their market value
« Additional neighborhoods may have to be created if certain
lots are significantly different than the norm for your
neighborhood.

Land Value Determination

« The same land rate for each category will
assist you in establishing a true tax value
— Appeal! discussions will be concentrated on
what is the “bottom fine value for the land”
— [t won't be focused on how an “X” amount of
acres are used

— Influences based upon Improvements types
or comer lots can be applied to arrive at a true
tax vaiue

Residential Improvement
Assessing

* Despite a general reassessment not being
ordered, selected residential areas should
be reviewed annually for accuracy bringing
them in line with their purchasing prices.

+ Sales Chasing

- I'm sure many of you have felt like you are
doing this




Residential improvement
Assessing
» Sales Chasing

— Common Questions asked, “isn't adjusting

assessments based on the sale price, sales
chasing?”

- The answer is “NQ” Sales chasing occurs when only
the properties that sold are the ones that are
adjusted.

- If you take what you have learned from the properties
that sold and apply that to the unsold properties as

well, then this is not sales chasing — this becomes
assessing

Residential Improvement
Assessing

= Assessors need {o use the various tools
. available to them

Learn from your sales and then apply your
knowledge to the other properties

— Utilize the effective Age

— Utilize condition

— Utilize appraisals

— Utilize previous appeals

Residential Improvement
Assessing
* Goal:

— Remember our goal is create assessments that are
similar between sold / unsold property based upon
sales & appraisals of similar properties

» Concern:

— For many of you, there maybe a reluctance to
changing effective year as the manual only indicates
that this is to be done if there is additional square
footage added to the structure.

10



Residential Improvement
Assessing

« Appraisal handout
« Review Sales Ratio Handout

* Page 2 of the 2002 Real Property
Assessment Manual

« Court Decisions

Qutlier Resolutions

« What are Quitliers and what do we do with
them?

= Outliers can be categorized in two ways
— Qutlier Sales —~ Sales that don't make sense

- Outlier Properties — Properties that are not the
norm for a particular NBHD :

Qutlier Resolution

< Qutlier Sales:

- These will often require a field inspection fo
determine what is wrong with the assessment
or what is wrong with the SDF.

* MLS / Realtor data can help if available
- Helps determine basement finish
~ Upgrades (appliances, cabinets, floor covering, efc.)
- Attic Finishes
~ #of baths, stc
— This isn't perfect data but often better than the assessors
data

11



Qutlier Resolution

» Outlier Properties

— Certain individual properties that are not the
norm for a particular NBHD can be based
upon

+ Grade
* Age

« Style

* Lot Size
« Use

« Etc.

Outlier Resolution

* You need to make an attempt to compare these
to other similar properties even if that means you
are going outside of their assigned nbhd
Resolution of these outliers can be achieved
through applying influences, obsolescence or re-
assigning to another neighborhood ’

Outliers need to be handled on a case by case
basis :

C & | Trending

« Commercial Review is much the same as

Residential improvement review

— Need to be reviewing a selected number of properties
on an annual basis

— Need to review for use type changes

— Need to review for renovations that are not
necessarily picked up in the new construction process

— Many counties don't have a building permit system or
they have a poor system — this will continue to cause

problems as general reassessments will continue to
be fewer and fewer

12



C & | Trending

< Need to review the assessment to the
sales price

» Need to establish Income Databases
— Income & Expenses
— Leasing Rates
— Gross Rent Multipliers

* Need to review land rates
— Land to Building ratio’s

C & | Trending

_N«feed to look into getting more up-to-date cost
info.

We find that average commercial costs have
risen more than 20% from 1999 to 2005.
Residential properties don't necessarily need
updated cost tables as sales are plentiful and
the market adjustment factor is the resolution to
the problem

Commercial property sales are hard to come by
and without updated cost tables all newly
constructed improvements are probably
undervalued from a cost approach

Data Basing

+ The more information you can data base
the better your future trended years will
be.

« You are required to data base sales
disclosures

* We have discussed Income Data Basing

13



'Data Basing

* You should also be data basing all
appeals
- Informal appeal changes
- Appeals handied at the township level
— Appeals handled at the PTABOA level

~ Appeals handled at the State and Tax Court
level

Data Basing

» Appeal data basing will provide you an
extensive amount of valuable information

— You can use the final determined value from

the appeal in the same manner as you use
sales information

— This will just increase your sample size and it
will now be reflecting properties that did not

sell as this is where most of your appeals
come from

Data Basing

» Appeai data basing will also eliminate

repeated appeals from the same taxpayer
in the upcoming year

14



Concerns/Questions

» Does anyone have any special concerns
or questions?

» Does anyone have any special stories that
they would like to share or discuss?

Thank You

« Contact Information

~ Ken Surface
« Director, Nexus Group
* 317-753-5555

15



Retail/Warehouse Building

- Exterior Building Description - Building Facing 4th Street

Restricted Use Report

Foundation Concrete Slab

Framing Brick and Block

Wall Finish Brick and Block

Roof Cover Rubber membrane
Gutters/Down Spouts | Aluminum

‘Windows Fixed »
Doors Storefront and overhead garage
Parking Lot Asphalt and Gravel
Sidewalks Concrete

Landscaping Typical

Miscellaneous Covered Entry on West Side
Above Grade GBA 7,689 SF .
Below Grade GBA 7,689 SF unfinished

General Condition: According to the assessor’s records, the building was originally
constructed in 1900. Aside from some new windows along Rogers Street, the building has
not been significantly remodeled or renovated within the last five years. The effective age is
estimated at 30 years and the remaining useful life is 30 years. The exterior of the building is
generally in fair condition for a building of its age. The basement area is exterior access only |
and includes two loading dock wells for access. The basement showed signs of leaks during

the inspection.

. Interior Building Description - Building Facing_4th Street

Wall Finish | Drywall, Block and Brick -
Floor Coverings Carpet and Concrete

Ceiling Finish Acoustic Tile and Unfinished
Interior Doors .Wood and Metal

Lighting Florescent and Incandescent
Misc. Two overhead garage doors
HVAC GFA w/ wall A/C and susp gas htrs
Water Heater Yes

Electrical 200 amp, single phase
Security System No

Sprinklers No

Specialized Equip. - | None

Client: *

General Condition: The building includes two finished office spaces along Rogers Street
and a retail area and a barber shop along 4th Street. The finished area is estimated at 50%.
The warehouse portion of the building is unfinished with exposed bow trusses for the roof.
The interior of the building is generally in fair condition for a building of its age.

o ‘ v Page 6
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Retail/Warehouse Building Restricted Use Repont

: Extérior Building Dcscribtion - Building Facing Rogers Strect

"] { Foundation Concrete Slab

' Y| | Framing_ Concrete Block
Wall Finish Painted Block
Roof Cover Rubber Membrane
Gutters/Down Spouts | Aluminum

X Windows Storefront ,
// [[ 14 / ~ g | | Doors Storefront and Metal
: E"‘:'"" 3 BN ¥ | | Parking Lot Asphalt and Gravel Lots
Coo R EE v B | | Sidewalks Concrete
S | | 1andscaping Typical

Miscellaneous . | Retail Awnings along 4th Street
Above Grade GBA _ | 3,754 SF (434 SF is unfinished)
Below Grade GBA .| None :

General Condition: According to the assessor’s records, the building was originally

constructed in 1955. The building does not appear to have been significantly remodeled or

renovated within the last five years. The effective age is estimated at 25 years and the

remaining useful life is 35 years. The exterior of the building is generally in average to fair
condition for a building of its age. '

Intenor Bulldmo Descnptlon 'Bu1ldm0 Facmo Rooers Street

Wall Finish Drywall, chboard and Block
Floor Coverings Concrete

Ceiling Finish Tile and Painted Wood
Interior Doors Wood and Metal

Lighting Florescent and Incandescent
Misc. Unfinished Storage Area
HVAC GFA with A/C

Water Heater Yes

Electrical 200 amp, single phase
Security System | No ‘
Sprinklers No

Specialized Equip. | None

General Condition: The interior of the building is used as a retail store and includes display
areas, a sales area, changing rooms and a private office with half bath and additional storage.
The interior of the building is generally in fair condition for a building of its age.

Client: - T Page 7



TRENDING: "A whole lot more than just new factors"

Handout #1

Parcel # NBHD Grade Eff Yr. Land AV ImpAV Total AV  Sale Date Sales Price SP - Land Imp AV ind. Factor
#1 nbhd #1 c 1992 30800 74900 105700 3/11/2003 117,242 86,442 74900 1.15
#2 nbhd #1 C+1 1997 39300 170300 209600 7/6/2004 248,000 208,700 170300 1.23
#3 nbhd #1 c 1981 30100 65000 95100 3/18/2006 139,226 109,126 85000 1.68
#4 nbhd #1 C 1960 38500 55500 94000 4/20/2005 129,500 91,000 55500 1.64
#5 nbhd #1 C 1968 26400 85000 111400 6/24/2005 145,000 118,600 85000 1.40
Totals 778,968 613,868 450,700 1.36
IMP AV Factored $ Diff % DIff Ratio
Parcel # Land AV wifactor Total AV Sale Price (AV vs. SP) (AVvs, SP) AV/SP VAR
#1 30,800 102,016 132,818 117242 15,574 12% 1.13 0.1523
#2 39,300 231,854 271,254 248,000 23,254 9% 1.09 0.1133
#3 30,100 88,532 118,632 138,226 -20,564 “A7% 0.85 0.1284
#4 38,500 75,693 114,093 129,500 -15,407 -14% 0.88 0.0895
#5 26,400 115,773 142,173 145000 -2,827 -2% 0.98 0.0000
Median 0.98
CcQoD 10.07%
PRD 0.98

Our Median, COD & PRD are all within standard therefore we should be okay to apply the factor and let the assessment be calculated accordingly

You will notice that our individual factors have a range from 1.15 to 1.68 with the average being 1.36 (applied factor). This means that we have a very wide gap
in our individual factors, therefore each of the individual sales that fall below or above the average are going to be assessed at a value sometihing different than

its selling price.

Despite being within standard, properties can be extremely below or above their market value due as a result in wide gaps in the individual factors

To narrow this gap in individual factors, you need to look at the individual properties and determine why there is such a wide disperity in the sales
price and the cost approach to value. You will need to do the following: .
1. Does the grade accurately reflect the property
2. Does the effective year accurately reflect the property
3. Does the condition accurately reflect.the property

4. Does the land value accurately reflect the property

5. Are the improvements accurately assessed?




The fouhdations upon which this assessment manual is built are established by the Indiang

Constitution and the statutes of the Indiana General Assembly. Article X, Section 1 of the
Indiana Constitution requires:

a system. of assessment and taxation characterized by uniformity, equality and
just valuation based on property wealth, but the Clause does not require absolute

m:aQmowmmmxmo%cammmﬁo?m c::oqgm?msampcm_:v\owmmo: individual
assessment.’ _

IC 6-1.1-31-6(c) and 6-1.1-31-7(d) further define True Tax Value: “True tax value does not
mean fair market value.” It is within this structure, and that required by the courts, that True Tax
Value, as expressed in this manual, seeks to operate. IC 6-1.1-31-6(c) goes on to state that:
“True tax value is the value determined under the rules of the State Board of Tax
Commissioners.” Given that the courts and statutes do not fully define true tax value, it is
incumbent upon the State Board of Tax Commissioners to develop a definition that satisfies

both statutory and judicial requirements by providing a definition that measures property wealith,
but is not fair market value.

True tax value, therefore, is defined as:

The market value-in-use of a property for its current use, as reflected by the
utility received by the owner or a similar user, from the property.

it is this definition, therefore, that sets the standard upon which assessments may be judged.
Although this assessment manual provides general rules for assessing property, situations may
arise that are not explained or that result in assessments that may be inconsistent with this
definition. In those cases the assessor shall be expected to adjust the assessment io comply

with this definition and may ask the State Board to consider additional factors, pursuant to IC 6-
1.1-31-5, to accomplish this adjustment.

True tax value may be thought of as the ask price of property by its owner, because this value
more clearly represents the utility obtained from the property, and the ask price represents how
much utility must be replaced to indtice the owner to abandon the property. In markets in which
sales ‘are not representative of utilities, either because the utility derived is higher than indicated
sale prices, or in markets where owners are motivated by non-market factors such as the
maintenance of a farming lifestyle even in the face of g higher use value for some other
purpose, true tax value will not equal value in exchange. In markets where there are regular
exchanges, so that ask and offer prices converge, true tax value will equal value in exchange,
_except for owner occupied housing units, where tru~. tax value will be equal to the value in



O’Donnell v. Department of Local Government Finance (Ind. Tax, 9/21/2006)

The O’Donnells owned a home in the Briar Ridge subdivision. The subdfvision straddled
the corporate line between the towns of Dyer & Schererville, thus, some lots were on the
Dyer side of Briar Ridge while others were on the Schererville side of Briar Ridge. The

O’Donnells lived on the Dyer side of Briar Ridge.

The O’Donnells claimed several errors in the assessment of their land and house. For
example: (1) they claimed the land rates and neighborhood factors should have been the
same for both the Dyer and Schererville sides of the subdivision, (2) the grade of their
home was too high, and (3) several “comparable” homes were assessed lower than their

home.

The Tax Court held the O’Donnells “missed the point™ and focused only on the
methodology used by the DLGF to value their property but did not demonstrate the
assessthent did not accurately reflect the market value-in-use of their property.

The O’Donnells also argued the assessed value was too high and submitted a 2003
appraisal and 1997 construction cost information to support the argument. The Tax Court
held these documents did not show an inaccurate assessment because neither reflected a

January 1, 1999 value-in-use.

Kooshiard Property VI, LLC v. White River Township Assessor (Ind. Tax, 11/3/2005)

Kooshtard owned a gas station / convenience store that was built in 1983 and remodeled
in 1995. The assessor assigned an effective age of 3 to the building and a condition
rating of average. Thus, the building was given 9% physical depreciation.

'Kooshtard challenged the effective age. By challenging the effective age, Kooshtard also
argued it was entitled to 37% physical depreciation.

The assessor “tweaked” the effective age to take into account Kooshtard’s modernization
and maintenance of the building and to also make the assessment more in line with the

2001 purchase price of the property.

The Tax Court found that Kooshtard simply made arguments about the methodology
employed by the assessor and did not demonstrate the assessed value was not a

reasonable measure of market value-in-use.

In a footnote, the Tax Court said the assessor should have perhaps “tweaked” the
condition rating instead of the effective age, but a technical failure to comply with the
Guidelines did not render the assessment invalid so long as the assessment was a

reasonable measure of true tax value.



Eckerling v. Wayne Township Assessor (Ind. Tax, 2/2/2006)

The Eckerlings owned a building that was originally built as a single family residence,
but they currently used the property as an office for their company. No changes were
made to convert the home into an office.

The assessment was based on the residential pricing guidelines. The Eckerlings argued
the building should be priced from the General Commercial Residential (GCR) schedule

because the building was used as an office.

The Tax Court ruled that the goal of the assessment system is to ascertain market value-
in-use. It is not enough for a taxpayer to show that the assessor did not strictly apply the
Guidelines (it is not enough for the taxpayer to focus strictly on the methodology used to
arrive at the assessment), but the taxpayer must show the assessment does not reflect

market value-in-use.




100 NORTH SENATE AVENUE N1058(B)
INDIANAPOLIS, IN 46204

PHONE (317) 232-3777

FAX (317) 232-8779

DATE: October 2006
TO: County Wm
FROM: Barry Wood
Director, Assessment Division
RE: 2006 Ratio Study Issunes

50 IAC 21, the annual adjustment rule, requires all county assessors to conduct and
submit to the DLGF a county wide ratio study after completion of annual adjustments.
To date, the DLGF has received 44 Ratio Studies from throughout the state, with eight
. receiving approval. The Assessment Division’s goal is to review and reply to the
county’s ratio study submission within two (2) weeks. The reply will either be in the
form of an approval of the ratio study or a request for further information needed to
review the study. '

The following are suggestions and findings that we have found in reviewing the ratio
studies: '

1. A consolidated spreadsheet will help in our initial analysis and facilitate our
review. Please do not submit a separate spreadsheet for each class of property or
each township. Our preferred format would be one spreadsheet file with the first
tab being a summary worksheet followed by separate tabs for each township. A
township tab should show all property classes, or a separate tab for townships
grouped together for a specific class. If you have already set-up your
information to have tabs by class that would be acceptable too; please minimize
the number of files and include a summary spreadsheet. |

2. Please include the 2005 pay 2006 gross AV for land and improvements as well
as the 2006 pay 2007 AV for land and improvements for all parcels used in the

study.

3. In our review, we are comparing the number of sales used in the ratio study with
a file analysis of the number of sales that could possibly be used from your data
‘submissions to LSA and our Data Analysis Section. The biggest problem, to
date, is the total number of sales significantly exceeding the number of sales
being used in the ratio study. Please be sure to remove any duplicate sales (not
re-sales, but multiple occurrences with the same date and price), While we



- certainly do not expect all sales to be used (i.e. exempt sales, etc.), there are

many sales that are not being used. “Trimming,” or eliminating sales without a
valid reason, is not an acceptable practice. Unless there is specific written
notification and approval given for following the IAAO Standard on Ratio
Studies on locating extreme outliers (see Section 6.6), all valid sales should be
considered. For those classes of property where there are few sales, the IAAO
Standard on Ratio Studies gives specific remedies for inadequate sample sizes
(see Section 8.4).

‘We understand that certain software packages automatically invalidate or
exclude multiple parcel sales; hence, many of those sales are not being
included in the ratio study. Any valid sale where an assessment can be
compared to the selling price should be considered. Be sure to include
multiple parcel sales by summing the assessed values. :

Land sales with subsequent improvements should also be included by
imputing the assessment as vacant.

It is also appropriate to expand the range of sale dates to include 2006 and
2003 and earlier years with appropriate time adjustments. If sales are time
adjusted, please include the actual sale price in addition to the time adjusted

price. .

Note that 50 TAC 14-3-3 specifically excluded the practice of including
performance audits in the trending process, therefore, any inclusion of
appraisals must be documented and the IAAO procedure outlined in the IAAO
Standard (Section 9.6) must be followed.

As of September 30, 2006, the following 10 counties have not submitted sales

. data to LSA and DLGF for both 2004 and 2005:

- Bartholomew - Boone

- Brown : - Floyd

- Jennings - Johnson -
- Knox - Scott

- Shelby - Vigo

We will not be able to proceed with the review and analysis of the ratio study
for these counties until they are compliant with both years of sales data.

For counties that have submitted sales data, please note that non-compliant
data may delay the processing of your annual adjustment ratio study. Counties
are encouraged to correct or otherwise address non-compliant issues.

10. The sales disclosure file submitted as part of the required data submission to

LSA and DLGF from a county should contain the data as it was filed on the
original sales disclosure. Therefore, any updated sales data submissions in the
future that had changes in sales data caused by re-validation of the sales
during the annual adjustment process should not include the changed data.

11.

Please contact the Data Analysis Section at data@dlgf.in.cov for compliance
issues and questions.

Please be sure to use the DLGF township and school district numbers, and not
the county’s numbers. These are available at
http:/fwww.in.gov/dlgf/pdfs/List of townships.pdf and
‘http:/fwww.in.gov/dlgf/pdfs/2002School.pdf.




12. If necessary, land values could and should be modified (see 50 IAC 21-4-2)
before application of annual adjustment factors. For example, we are seeing
cases where unimproved classes are significantly below the median or contrary
to the sales disclosure file data. The corresponding improved class is also
showing a low median but still within the “allowable” range. Adjusting the land
value component will most likely bring the values into line.

13. Unimproved land purchased for homesites should be valued at market value
unless IC 6-1.1-4-12 “developers’ statute applies. The assessments for these
parcels may not reach market value based on the method suggested in the
guideline (Chapter 2, page 69) unless the assessment is based on an excess acre
rate based solely on sales of this type of property and net on traditional ratios
(e.g. 15 - 20%). An alternative for reaching market value includes creating an
undeveloped homesite rate and applying an undeveloped influence factorto a
“homesite™ acre; another option is to use a higher than traditional excess rate
developed from only building lot sales, and then apply an influence factor to the
parcels with dwellings where the excess acreage is inadequate in size or shape to
allow for dividing the parcel and developing or selling an additional building lot.

14. The DLGF will be calculating the price related differential although this is not
called for in submission under the equalization standard (50 IAC 14-8-1). We
will expect the assessing officials to have implemented 50 IAC 21-11-1 (b).

15. The twenty-five (25) parcel limit is not in effect for the annual adjustment
process. Any valid sales in townships with fewer than twenty-five (25)
parcels in a particular class should be considered with a grouping of similarly
assessed properties in another township or class.

16. Although many counties have contracted out the annual adjustment/ratio study
process to a vendor, the county is ultimately responsible for the submission of
and approval of the ratio study by the DLGF.

17. We would recommend either sending out the “Annual Adjustment” Fact Sheet
we sent out in June (and posted on our website at

http://www.in.gov/dlgf/mnews/annualFS htm!) with your Notices of
Assessment, or making it readily available to help answer general questions
from taxpayers.

Please contact Barry Wood or Lori Harmon at (317) 232-3773 or e-mail

bwood@dlef.in.gov or lharmon@dlef.in.cov if there are questions regarding this
memorandum.




Chapter 2 Land

Valuing Residential Acreage Parcels
Larger Than One Acre

Residential acreage parcels of more than one acre and not used for agricultural
purposes are valued using the residential homesite base rate and the excess
acreage base rate established by the township assessor. The excess acreage
base rate represents the 1999 acreage value of land when purchased for
residential purposes. The land value of the subject parcel should represent the
January 1, 1999 market value in use in the neighborhood.

If the parcel has a dwelling, one acre is valued using the residential homesite
value. The remaining acreage is valued using the excess acreage rate. There
must be a residential dwelling unit on the parcel before the homesite acreage
rate can be used.

If there is no dwelling unit on the parcel, the amount of acreage in the entire
parcel is muitiplied by the appropriate excess acre rate. The excess acre base
rate represents the 1999 acreage value of the land purchased for residential
purposes in this neighborhood. The value of the subject parcel should represent
the January 1, 1999 market value in use of the property.

The following examples illustrate how residential acreage is valued for parcels
larger than one acre. These examples assume a homesite base rate of
$10,000 (per acre) and an excess acreage base rate of $1,000 (per acre).

Example 1: A residential parcel has 1.36 acres and a dwelling. The value of the
one acre homesite is $10,000. The value of the excess acreage

(1.36 acres — 1 acre = .36 acre) is calculated by multiplying the acreage by the
excess acreage base rate (.36 acre x $1,000 = $360). The total value of the
parcel is the sum of the value of the homesite and the excess acreage
($10,000 + $360 = $10,360 = $10,400 rounded to the nearest $100).

Example 2: A residential parcel is vacant and has three acres. Its value is
calculated by muttiplying the acreage by the excess acreage base rate
(3 acres x $1,000 = $3,000). ' -

Example 3: A residential parcel has 8 acres and a dwelling. The value of the
one acre homesite is $10,000. The value of the excess acreage
(8 acres — 1 acre =7 acres) is: 7 acres x $1,000 = $7,000. The total value of the

parcel is: $10,000 + $7,000 = $17,000.

Version A—Real Property Assessment Guideline Page 69
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+ -Sales Disclosures — Proposed Changes:
— Legislative
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*Note: The following information is from a December 7,
2007 report to Senator Kenley, Chairman of the
Commission on State Tax and Financing Policy from an
Advisory Committee comprised of assessing officials,
representatives from the DLGF, the Indiana State Bar
Association, and the Indiana Land Title Association.
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cinvoysrts UaAIICTEN, Bt T Torm me et AR inckude 0T IONTaton requited by thw
Deparvnent of Locat Government Finance, subsectia tw chigaton of 3 party t furnith o
€Ot wuch INfoTnation i T MAnner Tequired by 8nd Mublect t 0w penally provivions of
Secyon 12 The form thay not be rejectsd for Laksre 13 cOntan wfomaabon 6l tun that
tequred by Soc. 5iah. bt & mpht be supplemeniad by the faity submatng & puacsrts
Secton 12, .
LUJORITY REFOAT: The pepase of brs provition s 13 facitate fecordey) whiers the (om
Contans 21 of T (RquTOMENTS Earessty Caled Ok i e 3Arte bus omts 3dd ot
nformaton which may bo ahed for by DLGF. Faire of 3 paity 19 comply with & toquest Tor
roch omtted rformaton watn Tty {3C) daye will (eeut sh 3 peratly beng Juscived
MANORITY REPORT: The Kanon Caunly Astestor citserss from the Comimiies on OFs it
2nd woudd requie tande: of a Ty compiatad and Kowrate form proe 1 recordng of s trantler
dacurers : .

L]

Indiana Departme'nt of Local Government Finance
“Protecting the interests of Indiana property faxpayers.”
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Proposed Changes

KE11-554
1. Amend IC G-1.15 5-((a) 0 'ardy Batna fee u doe wheis the Tamer & 3 chamy
{erciuded frem cenvayance undar 1C 6-1.1:5 S-1) o mvetvet 30 o2 enst tansacten under IC

€1.1-552
COMMENT" Sice the Aavrary C: ot e sales form
FEAK.O3 The SrOPoTTy Geac 20 B¥ematics Chavn of erthaion’ *nd pasty

ormaton Conttent weh S0l Practice, be tagured Hor avery KINLICHCH, KOS $3%¢

e 1 00 feGried  However, atiuded & srempt Tantactont shindd act be wbsect 3

fos

2. Amend Secton 4 13 ba constert with e Aca-Code (saTee $pi2 provissons - £.L.

2452003 (Secton IT), matended by P L 728:0005 (Sactcn Jpwtuch mondstes s 310 fee
| {reaures changas 10 Subtetton (a}). weih 3 SO0 (ot Betawen the County end the State

{roqures change to tutrsacton (b))

COMMENT  Tre statte provddes iz 3 §5 fes and an 83720 ¢oit white thw noa-Code

provitions acnend that (5 2 310 fea 330 & 50750 8t The nea-Code proveions chowkd be

confied conuatent we the 3l trw and pracice

i;\ ‘Proposed Changes

IC §-9.1-5.53

A3 2 Rew SUbLECTOR, Prefarably 8¢ naw (1] of (2} wheh requrec O kpal descrgtion o e
PCPTy BT ETUITEAL Gt BDOIIHICHE ASOTUNQYY

COMKENT: The lo; a3 crecal 5] e aceuracy of ur
FITH FaThers Presevind, 13 Coterm=na ff tha property contais of rutple tae paccels, orn s
spitparcal The Rfomraten n Surrenty squied by DLGF 340 the Astesaars on 0w sales
Gacionre 1 a7 1 NECASR $A0UNN 10 The PArpose of B LU nmnuuyﬁlob-
coated asa 1aquitement.

IC &-1.1-6.58 Amend {aKD) by replacng & with 2angudge 4niar 10 e foloweng

() The s3%es &4ctmure form Coes NGt Lonlan the T ormston requzed by Soc &) o0t
ke a8 € a3¢Les (2 the COVAEYINTE LANGATTON, previded, hewover, Tw form reedd ncl
Aiode cthef WHImaton teguced by the Cepartment of Locst Government Finance, sutiect 1o
e DTN 0F B Party 13 HrMith 6 CONBCT Such v LOMALEn A the Mannet 18Qured by and
MIeCt 1o the penally provieons of Sezton 12 .

COUMENT  See Comment 1018 &1 1-5-HbK2K! 3} Tha o confemm tor
L0320 12 B0 teamTenIation ¢f the Commce Pul reoTILEn (oqvue uiad at S Croressa
o2 CLGF, € ot hurtaned at e of ngnial tondor, wa ot < everd Tecocgng of tha deed, bt
13306010 st IRAT AOMTANON CO GRCt 3 FaMly 13 peray 4 ot eidmocuentty

farnenay

8

‘, Proposed Changes

CE1.43550
K61,0448:10
Secton § provides tht Bre sales Saciowra foom be atissted i WrIng wndet penzives fo
pomury. Pavjuryis lﬂau Ctelcny. Secoon 10 provides that 3 poton who Wenonay
woTs ke & TS cactan jon, 00 & praiic etieal who act
worchty, Commts & Class k masdomeanct. These two (2} Sectors apeede 1o ba conitond

ang %143 bo ven to of Secuen 10 incraate the panaties
wumdnmlm!whh!amdnmm v thoosh that paron may Rt be &
Lning pacly, to 3 Clane C feXny contittert with the ponatty in Secdon 9,

T: co of sates ion, Whethet Dy & B3VNQ party, Enather
PerLon ¢ a0 CTeal M 3 £aa0ut CHente  The CommiTee bebeves Tt Tw penafty tor dong sa
ot 19 te wauvatet

IC €:3.1-5:92 Dalets Secton 12(3) 10 be cons'stees with the CommTies propasal that at
CoNveyInces. whotet e1CCed O BXeTEX TNqUre 3 safes dacinaure form and mpotes T
penafy adet Ludsact:on () 00 3 Farty wh (3% 10 COrtect 80 e110r & omapsion win thety
(3] Gays vRor N0 e, Wheee Totoring haa been permvied actatislancing an omrasion o
wier. Replace Secten 1‘(:)wc\ 2 W ANOCECn Wich provdos someDyng srrviar (o the
fotowing

Indiana Depariment of Local Government Finance
“Protecting the interests of Indiana property taxpayers.”




Proposed Changes

Sec. 12(8) Aparty o wha' (1) fles Foren whieh Bacs 7% €0r2in
©f the informaton regured By the form. sppicabie 10 ONaT rankacton, o fies 2 Saclosure fom -
whech €O NICAE LD FEERabon, And Whio HSEivet witen Motce Hom D lownthp
BLSPSIY N 8 COuNty CONtANIng |¢nnwé¢:m!¢:1 ©f The COUTY RISSTICY i By ETw(
county, and (2) Tais 15 {24 2 COTICL BTN Bacioaure form whih fuly Complies weh s¥ of the
tequrements of Tvs chapter, wilhen Tty (30) Gays of e date of such note, 78 DeC 10 3
Penaty in The amour Setortmned under subaecton (b)
COMMENT: The Advvsory Commitins has recommended al » s2tes G3cionre form b Liad
N OCNNeCHon Wi every Comyante Of 34 IRecast in 103! eatals, Subject B erchuion o
remebon hom cedan Exciotixes Ao, tw Atasory Commitiee has reconviended Bul the
u:xr.nbumodtaprwNLanvunthndb/m.nu-den
a3 Aaclonre formm, recordng wil be Peantied AITMPHIAACng Tt Caian Koms pretcrded
by DLGF may by omelied o nstcurwie.
Snce 2 sales C1C0sure {0 WO BlAaYs e requited, Twd Subiection 12{s) is 1o loager
Nocaisary, iR SnCe B saies GLckrurs form bt substantaly comply € & contars 3t of D
u.:_myrr.:m‘-dnw.!m bt may not cockan r{ommaton deemed by OLGF toba
sy for 23 fncton, » ~eecstobe 13 provis for Latec
sutmasion of such rformation, 3nd a penally iMposed for roncompiance  The Adwory
Commitae beleves tal a curstrve penod of thirty {30) days sfler A0%Ce s mre tun
A0ecuts, BRer Which £1 831150 Pensty Under Ltaachon 12(b) ehoud be irpased and T
rocedures undet 13{c}) and (8) wonld ba appicatle.

Proposed Changes

‘Multiple Parceis/Separate Sates Ditcloture The Asvacry Commeive caels spocts
HaUston en s rater (rom Legreiatve Senvces Agency (LEA} Rwodd azpear te
12Uy prEVICOs 38 ATMSEOUS 23 1D the CUITLon  PUate note that T Adasery
Commtive wit draded o4 Uvs risue 30 That Bth Maordy ead Wnordy Reports sre ndiudied
HLSA foels Tt Dve Malicr can be RaNZed BVOUsh tha Admnitatve procets Sione, kn
cequested That @ 30 advite

LUJSORITY REPCRY. 1n a3e D3A$2CLONS MMohang mastple parcels, each pares) wousy
FEQUE 3 BepIrate uades GaTionre faam. The purchase prxe for €2ch partel would in Tvs.
Manner be GAcKned, wWhich @& ETOOMAN 10 PANT Do ASSe450¢ $0 00N BLOUNALE DT Darcel
BEOAMITCA troen T £Ir5es. witch CEMIWiEs weidd Frpcte 64 undue Burcon on v Attetsss
0 Catermae 3nd LS rendl  inatCiTRcies R

HOTE. 14 bansactons mvohang muttple COntouaus Tadts bang conssicated, Dw partes
COLd 331 Tho Assatedr 10 Conachaate 87 of the p/ODErTes $10 3 e I3r parcel so Tal »
hara conveyance of T ecize (e e4t0 windd 00 1agure MuThie sales CACIOMEE (s
TCHORITY REPORT: Thw inzara Land TiZe Axed0atan (fin) apsrcvivalely G0% of tho
303 Sacies e 1 (3ana) Cevents tom the Kaorty Repedt. TLA agrers tut whate &
OSI WL T00N oivet IURETe AONONBZUMNS ¥3LT8, X tataratle cales Aslidcira BV
Do (ded for each Bepacate Tact

&}) - Proposed Chahges

Howeier, wheie FRSTIe ORI RCt are itvehved, RLTA €002¢413 That 00e sales
Eaziciwrs Tom, B35V) 80 agegate favthace grce, Hut withi an asdiions] form page
promeigated by DLGF for uh porpdse, paant mezely T 1300 of eath covigusus parcel.
ILTA betaves Taat pzptrcament of vala wd be no hets prablematic i O partes, posadly
TOcre pretiemate, Dad wad K3 udiue £out 3nd burden 1o the partas  ILTA presented an
svarvcis of & davelcoat MRErNG 13 contuout [artels of rw Laxd in @ single ansatton for
2 shopping canter, V/oud tw fiontage be mece valatle, the portsn where the bulings weve
LRNG, world Tw ntended parking ted 2209 be lens valatie? ILTA beloves Tat 2 singre fom
page for kitng mutole conLyUoUs paccels s BuTent

The Advisory Commanze wokd 1eqUest Cu asshunce of Tw Legeiatve Servces Agency 0
the crating of propoted fegis [ and offers &
conSouing assiiiance in ceview and n{mdwawh@nw

indiana Department of Local Government Finance
*Protecting the interests of Indiana property taxpayers.™



Proposed Changes

Administrative Revisions

The Advridry Conrvmees has noted o d, o apey , CaTtach

irprovemerts

1. Cstatmprovement Urproved elecronic profocol contiatent wath the statewide pritocs!

oheduiod 10 ik v afioct January 1, 2008

COMMENT: DLGF st actvely pursuayy this project

2. Form impravements {form attached)

{®) Part 4, Proparty Transtecred move aro3ge/ict si2e 10 Part 3. County & Townihp

Assessor, 13 be 1260 1 by S0 3ppeopnate CHC from T Comnty cecords

(b) Part 1, Condtons (1} Move erchuded exempt Uamiactons, fivms 1221, 10 8 wparata

fock,

ke A Land Contracts, ehange Ditod to ezher Execution Date or Contract Date to herah
26 2t prce ate, 33 carf} o the imatructons

BOTE: A s0cond sEENItve would be 16 §5 T siatet Maturty Date under Condtons, bem

7. then A Secton 3, Sates Data, ncort the daze of sxocition 3¢ e Cervract Date, patan

you woud for 8 teguiar takes tancaceen

(o) ASA The waeds mckaieg $0%ety ron-ksted Rch to lem 38 {0 coanform to Tw shadde.

(v} Reriove 90 woeds O paverrynant nctfuion from fem 18 1o coaform 15 the statute

(v} In Bam 10, remove T18 Worts o cacounied (0 conform t the Lo

Proposed Changes

(W) Ateoning 23t IC €-1.1-5-2(3} i removed from Ut of sacmpt Laniactons, revss frm
upoa eftectve Cate

(Va1 M3ke 83 QUEALiONS £ the form tequte & Yax o Ko antwer and 339 o0 podatonal ccdamn
for that pucpCta

{€) Past ], Couty or Townshiy Asscascr

{3} AdS acreagefict L=2e kom Pant 1. Property Trandleasd (tee (3) 3bove)

(x) A 3 tre 1nd DOLES whete B mppeciYiate fes (0 be Coloctod may be cattulated and
iactad by ta Attastce

COMMENT. Thate changes {CTw TN Ma 0Ne LIINZE I R1EaSX VO (0QU70] SURLCY
Erancenent) aro recemmanded by the Adarcry Ceremtve ta OLGF fue dnemediate
exgiementstien :

3, Improved IMUTUCUONIFAQ DLGF 1 the peocess ©f ceading and clardyng the
A1TUCLon 19 the Sales Dacitare Ferm and the FAQD acvaory DLGF s workny
etrpaetin wih To Auceccecs, ILTA, and ISBA 01 Tug prizect and u o3pettag ke
Lcorvpatin

Proposed Changes

Information and Education

The Acrinory Conyntion nutod 2t Whie U FAQ fi postod on The DLGF website, dia nat
nocessaciy easdy accestdls md £ has nct been widsly Cxverminated o the Astastont and
ILTA ana ISBA. T prepazers of the bk of sales disck forrns Hed in w
carayancs tansactnt. The &2/mory Commzes Fecormmancs 0w fcliowing pan s sasure
widespread CLrduien, upcnrwaa\olw $2408 E3ciotrs form 30d insTucont, 3ad D
FAQ, 3¢ Cwy ocour,
1. DLGF w2 puilinh Toe 1viaed 1ms and FAQ oriine, €onaatent widh s curtest practen,
ot consideratan wilt be grven 1o more armatve public2y 0n K3 web pape.
2 DLGF wadavdete copiet of new forme and imituctons, and any new FAQ's, 238
Couly Assezaors Aswociaton, [LTA and 1SBA
3 The o/pANIILONG (ACHWVNG The inforination fom DLGF wa tan datemwiniae hay
rfomaten 15 Treir memberthp CVOUZh BNt Berves, sducatoni! proFams, mwl:c:ﬂ. »d
ot means
COMMENY The Aznsscy CommTee h‘mumdhc fRGuIements are CIoa, w ™o

o widely to te sowrcos, preater indormity n procecre and
3 rester lovel of comphsnce ¢o the pan ef T ferm progaradt Can be schivved, tadicing
eiays i B procecs

0+t

Indiana Department of Local Government Finance
“Protecting the interests of Indiana property taxpayers.
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Questions?

Contact Us:
(317)232-3777
www.in.gov/dlgl

indiana Depariment of Local Government Finance
“Protecting the interests of Indiana properiy taxpayers.”
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Sales Disclosures:

Barry Wood

Department of Local

| ~ Government Finance |

|| ,

Valid versus Invalid
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Sales Disclosures: Valid
versus Invalid

¢ County/T¢ p Assessor Ci
2007

Barry Wood
Department of Lacal Goverment Finance
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Sales Disclosures

Indiana Code 6-1.1-5.5-3(a):

.« “Before filing a conveyance document with
the county auditor under IC 6-1.1-5-4, all
the parties to a conveyance must complete
and sign a sales disclosure form as
prescribed by the department of local
government finance under section 5 of this
chapter.” (Our emphasis)

~ RN R e e
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Sales Disclosures

+The prescribed form is State Form
46021, “Sales Disclosure Form”, which
was revised in July, 2006.

-~ The first three lines ask for the parcel
numbers. If more than three parcels
are being transferred, they can be listed
on a separate sheet so long as the
required information is included.

P T P, e
& M:_"“‘wvf o e e T e

Sales Disclosures

+ If only a portion of the parcel is being
sold, then the circle on the far right -
needs to be filled in. (For example, a
person owns ten acres, but is-only
selling two acres, or someone owns
three lots and is only selling one of

them.)
5
R RS L R—

Sales Disclosures

# The address line is for the address of
the property being sold (street or road
address, city, state and zip code).

< At the far end of the address line, it
asks for the number of parcels included
in the sales disclosure. This is a check
to make sure that all parcels being
conveyed are listed.




Sales Disclosures

- In the “Conditions” section, the
buyer/seller is asked to identify all the
conditions that apply, filling in the
appropriate circle and any blanks, if
necessary.

- Any special conditions or uses may be
identified on an additional sheet and
attached to the form.

e B Oy, . N
Sales Disclosures
. 1, Buyer is an adjacent property owner
— he owns the land next to the subject
property and is purchasing it for
whatever reason.
-2, Vacant Land — self explanatory; the
land has no structures and/or water or
septic system on it.
/'x"'ﬁ"d 1%%,“—»‘\\ f:-'}_;;“-:“; e
id ‘ T, ey s

Sales Disclosures
. 3. Exchange for other real property (“Trade™)

— Grantee and Grantor are switching
properties. '

4. Seller Paid Points; amount if applicable — if
there are seller concessions, sud as paying
part of the closing oosts, the dolar amount
needs to be listed.

(98]
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Sales Disclosures

.~ 5, Change planned in the primaty use of the
property? Is vacant land going to be used for

a subdivision? Is a business going to build a
factory? Is an dder home going to be
divided into apartments? Thisalerts the
assessor that the sak may need to be
analyzed based on the new use and the
property will need to be checked during the
next annual maintenance period.

P T ey, R
- M‘:.%’ . "2«":’}“ *&‘,_m:g&

Sales Disclosures

6. Existence of family or business
relationship between buyer and seller —

the parties are related or business
partners, or a relationship exists. This
alerts the assessor to the fact that this
may not be an arms-length transaction.

eSSt e vt s

LA B =N, e,
P TR RN A i,
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Sales Disclosures

~ What is an arms-length transaction?

« The parties are unrelated;

+ There is no undue stimulus;

» The property has been exposed to the market for
a reasonable amount of time;

s The buyer and seller are acting prudently and
knowledgeably in their own best interest (not
under duress); and

+ Payment is made in a manner as tYpIcaIIy
available and not subject to spedial financing or
concessions.

b7
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Sales Disclosures

#7. Land Contract Dated: - A sale
where the seller retains the deed until
the contract terms are satisfied. If the
buyer defaults, the property usually
reverts to the seller and any payments
may be lost. These are also known as
instaliment sales or contracts for deed.
If there is a land contract, enter the
date of the contract.

¥ Gy, e .
{J’"f % T i,
7 \ N e, ]
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Sales Disclosures

# 8. Personal property included in the
transfer; amount if applicable — Items
that are not attached (built-in or
affixed) to the real estate (land and
buildings). Examples include
washers/dryers, window treatments,
inventories, machinery, boats and other

vehicles.
L]
Py . P
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Sales Disclosure_s

#9, Significant physical changes to

property between March 1 and date of
sale —.are.any buildings being built or

torn down; any other improvements
made to the property; or anything else
that would cause the assessment of the
property to change?

(19
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Sales Disclosures

- 10. Non-Warranty deed; specify type -
if the property is not being conveyed by
warranty deed, what type is being
used?

11, Partial Interest — if the conveyance
is not for 100%, then explain the
circumstances, and the interest being
conveyed.

SR sy A =%

Sales Disclosures

:"The next section of items (12 —21) must
be filled out where applicable, even
though the filer is not subject to the
filing fee if any of the items apply.

(/3\9
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Sales Disclosures

+ 12. Security interest documents such as
mortgages or trust deeds.
- 13. Leases less than 90 years.

:14. Documents resuting from foreclosure, or
express threat of forecbsure, divorce court
order, condemnation, probate or other
judicial proceedings. Note that sales
subsequent to these actions do not fall under
this category and are generally required to
pay the sales disclosure fee.

P
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Sales Disclosures

15, Agreements and other documents
for mergers, consolidations and
incorporations.

# 16, Quitclaim deeds not serving as a
source to title.

/ .‘,o:j,,,.xv T iy j‘*‘\?“«% W‘J T i
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Sales Disclosures

#17. Documents involving the partition of
land between tenants in common, joint
tenants, or tenants by the entirety.

» 18, Transfer to a charity, not-for-profit
or government institution. ,

# 19, Transfer for no or discounted
consideration, or gift.

20
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Sales Disclosures

# 20, Rerecording to correct prior
recorded document.

21. Easements, right-of-way grants.

2t
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Sales Disclosures

" The “Sales Data” section is one of the
most important parts of the form.

. The date of the sale (the date on which
the parties agreed to a sale price).

«* Sales price — the actual amount of
money the grantee paid the grantor for
the property being transferred. This
MUST BE the true and correct amount.

i I pat M
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Sales Disclosures

+~0n Page 2, the last section of Part 1
asks for the signatures of the buyer and
seller, the date they signed the
document, and their telephone

numbers, :
" THE FORM MUST BE SIGNED BY BOTH
PARTIES :
,/:l:"ﬁ:':"'? < E""\‘\?‘c‘_ P ol
Vs e R e

Sales Disclosures

< If, for any reason, the parties do not
agree on the information to be included
on the completed form, each party may
sign and file a separate completed
form.

[=2]
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Sales Disclosures

“Part Two of the form is for the County
Auditor to file stamp the form, indicate
that it is complete, and enter the date
the property was transferred in the
Transfer Book.

25

Sales Disclosures

.~ Part Three is for the County or
Township Assessor to note any major
physical changes to the property, list
the assessed value, the property dass
code, the neighborhood code, and the
DLGF assigned Taxing District number.

Sales Disclosures

. If anyone other than the buyer/seller or
an attorney of the buyer/seller is
signing the form, a properly executed
“Power of Attorney” form must be
completed and attached.

ki
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Sales Disclosures

A person who knowingly and
intentionally falsifies or omits any
information required on the form
commits a Class A Infraction. In
other words, it’s against the law.

Vel NPy e g S e o

Sales Disclosures

+ The county auditor is responsible for
collecting the filing fee.

# The county auditor is also responsible for
ensuring that all parties to the conveyance
have completed and signed the sales
disclosure form as required. Some counties
require the County Assessor to
review/approve the Sales Disclosure form
before filing it with the County Auditor.

P BN s
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Sales Disclosures

+The county auditor may not accept the
sales disclosure statement if the
statement is not signed by the buyer
and sefler. (In the case of multiple
sellers and/or buyers, only one seller
and one buyer are required to sign.)

30
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Sales Disclosures

- If the buyer or seller fails to completely
fill out their designated portion of the
form, the county auditor may not
accept the conveyance document.

-~ An incomplete sales disclosure, along
with the conveyance document should
be returned to the person attempting to
file the form.

3l

Sales Disclosures

7 By law (IC 6-1.1-5.5-6) the county
recorder “shall not record a conveyance
document without evidence that the
parties have filed a completed sales
disclosure form with the county
auditor.”

‘:’:;( % s 4 = -
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Sales Disclosures

# Contract sales are not exempt from the
sales disclosure filing. A form needs to
be filed at the beginning of the contract
(when either the contract or a
memorandum is recorded), and again
when the deed is issued at the end of
the contract term to convey title.

33
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Sales Disclosures

~Telephone numbers are required to be
given. However, telephone numbers on
this document are considered
confidential information. If any copies
are shared with the general public, the
telephone numbers must be
permanently removed from the copies.
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Sales Disclosures

.. Social Security numbers are not
required, but if they are given, they
also are considered confidential, and
must be permanently removed from
any copies that are shared with the
public.

35
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Sales Disclosures

+"Other than telephone numbers or Social
Security numbers, the sale disclosure
form is public information, and copies
are required to be made available to the
public upon request.
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Sales Disclosures

+The filing fee is $10 for non-exempt
transactions. Some counties may
charge a $5 “Auditor’s Endorsement
Fee” per legal description, while some
counties treat a multi-parcel transaction
as one conveyance and only one fee is
collected. Also, Marion County has a
new $5 transaction fee for electronic
filing and payments.

Sales Disclosures

+On an exempt transaction, only one
signature {either buyer or seller) is
acceptable. (Items 12-21 on the form)

3
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Sales Disclosures

+ Misdemeanors and infractions:
« A person who knowingly and intentionally:

« Falsifies the value of transferred real property;
or

- Omits or falsifies any information required to be
provided in the sales disclosure form; commits
a Class A misdemeanor.

« Possible sentence — not more than one year
imprisonment and not more than a $5,000 fine.

39
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Sales Disclosures
A public official who knowingly and
intentionally accepts:
+ A sales disclosure document for filing that
« Falsifies the value of transferred real property;
or
« Omits or falsifies any information required to be
provided in the sales disclosure form; or
40
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Sales Disclosures

« A conveyance document for recording in
violation of IC 6-1.1-5.5-6 commits a
Class A infraction.

+ Possible judgment of not more than
$10,000 may be entered by the courts,

(This section pertains to the county
auditor and the county recorder.)

4l

Sales Disclosure

¢ What is a conveyarice document?

+ Indiana Code 6-1.1-5.5-2 defines
“conveyance document” as “any
document; deed, contract of sale,
agreement, judgment, lease that
includes the fee simple estate and is for
a period in excess of ninety (90) years,

42
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Sales Disclosures

quitclaim deed serving as a source of
title, or other document presented for
recording, that purports to transfer a
real property interest for valuable
consideration.”

43

Sales Disclosures

. Conveyance Documents do not include;
but require disclosures without a fee:

s Security interest documents, such as
mortgages and trust deeds;

» Leases for a term less than 90 years;

¢ Documents for campulsory transactions as
a result of forecbsure or express threat of
foreclosure, divorce, court order,
cohdemnation or probate.

Sales Disclosures

« Documents involving the partiﬁon of land
between tenants in common, joint tenants,
or tenants by the entirety.

+ Agreements or other documents for
mergers, consolidations, and moorporatlons
involving solely nonlisted stock.

s Quitclaim deeds not serving as a source of
title.
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Sales Disclosures

¢« How are they used?

s The county assessor or otherassessing
official must verify the accuracy of the
information on the form. This can be done
in several different ways — calls to the
seller, calls to the buyer, calls to the title
company, a survey form — whatever
method the assessor finds that works.

46

Sales Disclosures

7 Accurate assessment information
benefits everyone by keeping the
assessed value accurate, which keeps
the tax rate accurate, which has
everyone paying their fair share.

47
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Sales Disclosures

rValid versus Invalid Sales

v Now that we've covered the basics, who and
what distinguishes a valid sales disclosure
form to be used in the annual adjustment
process and the ratio study? _

7 Great deference Is given to "Home Rule,”
whereby the local offidals are empowered to
make the determination without approval
from the State. .

4t
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Sales Disclosures

+ However, based on the preceding

information, you may want to consider using
a Sales Disclosure in the annual adjustment
process or the mtio study if you know/are
certain through the verification process that:

» It was an arms {ength transaction.

s The property was not sold or bought under duress.

« The property was exposed to the open market.

» Jff T nw-a‘.."\?q\“ m._,nwm
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Sales Disclosures

+Some other points to consider when
determining whether or not a sales

disclosure form is valid or invalid:

» Sheriff Sales: If there Is a nelghborhood or area that has a
substantial number of foreclosures, the Sheriff Sales may be
used because It refiects the predominant market conditions.

+ Vacant Land Sales and the Developer’s Discount: If the

- builder is buying many lots at one time and flling separate
disdosures on each lot, often the price Is merely an
allocation to each disclosure and may not be reflective of the
value for that specific lot. .

50
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Sales Disclosures

Individual versus Title Company cenpletion of the form: Does it
matter If a person selling the property by himself files the Sles
Disdosure Instesd of a Title Company? It may notnecessarily
invalidate the sak, but a prudent purchaser would have titie
Insurance, and you may want to ‘red flag” these sales disclostires
far further review. .

Nelghbors buying adjoining property: This rey not necessarily
invalidate the sak; however, the assessor should verify If thesale
was an armrs length trensaction, exposad to the open market, etc.
Sales between friendsand relatives: Again, tcould be a valid sale
If there was exposure to te open market, fut further review Is
necessary.

»
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Sales Disclosures

E3

Muitiple Parcels: Multiple parel sales should be used In the
analysis and ratio study by summing the assessments and
comparing thet total to the sle price or the ime adjusted sale
price.

" cant belleve that person would have pald thet much for that
property”™; As part of the review proces, your job s to verify the
accuracy of the saks disclosure, not 1o pass jidgment on whethe
or not you think the buyer paid too much (or too little) for the
property. Was ita valid sale thatwas an arn's length transaction?
You can not invalidak the sale because “you dorft think it locks
right;” there must be a reason It is invalidated

"I did not think the price looked right, so khanged the amourt on
the sales disciosure fomni”:  See the pertinent part regarding
committing a Class A Infraction.

£

°
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Sales Disclosures

" In October 2005, the DLGF sent a memo to the County

Assessor's detailing some common issues and problems that
occurred with the ratio studies. Some of the points included:

In our review, we are conparing the number of sales used In tie ratio
study with a flle analysis of the number of salethat could possibly be
used from your data submisslons to LSA and our Gata Analysls Sedion.
The biggest problem, to date, Is the total numter of sales signficantly
exceeding the number of sales being ued In the ratio study.

Please be sure to remove any dupliate sales (not re-safes, but multiple
occurrences with the same date and price), While we certalnly cb not
expect all sales to beused (le. exempt sales, etx.), there are many
sales thatare not belng used. “Trimming,” or elimhating sales without
a valld reason, Is not anacceptable practice.

P

Sales Disclosures

Unless there Is spedific written notification andapproval given for
not following the IAAO Sandard on Ratio Studies m locating
extreme outliers (se Section 6.6), all valid sales stould be
considered. For thosedasses of property where ttere are few sales,
the IAAO Standard on Ratio Studles gives specific remedies for
inadequate sample sizes (see Section 8.4).

We understand that certain software @mckages automatically
Invalldate or exdudemuitiple pare! sales; hence, many of thos
sales arenot being Includzd In the mtio study, Anyvalld sale where
an assessment can be compared to the selling priceshould be
considered. Be sure to includ multiple percel sakes by summingthe
assessed values. - .
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Sales Disclosures

Land sales with subequent Improvements should dso be included
by imputing the asessment as vaant.

1t Is also appropriate to exmnd the range of sale dates to inckide
2006 and 2003 and earlier years with appropriate tine adjustments,
If sales are tine adjusted, please Include the actual sale price in
addition to the imeadjusted price.

Other things to ponder:

Realtor data (l.e. Multiple Usting Service- MLS) isa good source to
verify sales Information. If possible, you may want to contacyour
locat Reatbor's Assoclation to try and work out an greement to
share Information/acess to records.

35
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-www.In.gov/digf

Sales Disclosures

Sales may be used for analysls even If they are asessed on an
agricultural land tesis if you Impute the valuethat would be in place
had the pai beena farm.

reel not fa
ineer your workfow so splits get woked promptly and the
parcels wili b)éogble to be entere% in the sales ﬂlg wthpttlll):a new
parcel number.

Cansistency is the key to ensuring all valld sales are
idered inthe d

p

Questions?
Oepartment of Local Governmrent Finanae
(317) 232-3777




PROPERTY TRANSFERRED

CONDITIONS
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SALES DISCLOSURE FORM

Pursuant to IC 6-1.1-5.5

Parce! Number(s} {Show additional

parcels on separate sheet if necessary.)

State Form 46021 (R6/7-06) PRIVACY NOTICE: The telephone
numbers of the parties on this form are
Prescribed by Department of Local Govemment Finance confidential according to IC 6-1.1-5.5-

Acreage or Lot Size

] aN

—— ——d e ] —_— —td ]

RN NN NN

A

NN NN

Address

City, Town, or Post Office

Legal Description

City, Town, or Post Office State ZIP Code
Tax Billing Address (if other than property address) —
State ZIP Code

A A

I

Part of Parcel|
(split),

O

Identify all conditions/items that apply

NOTE: If items 12-21 apply, filers are not subject to disclosure
filing fee.

O 1-Buyer s an adjacen( property owner
O 2-Vacant Land
O 3-Exchange for other real property (“Trade™)

O 4-Seller Paid Polnts; amount if applicable

s| | ]

O §-Change planned In the primary use of the property? Describe In

speclal circumstances.
O 6-Existence of family or business relationship between buyer and seller

O 7-Land Contract Dated:

O 12-Security Interest d such as

O 13-Leases less than 90 years

O 14-Document resuliting from foreclosure, or express

threat of foreclosure, divorce court order, condemnatlon,

probate or other Judiclal proceedings.

O 15-Agreements and other documents for
mergers, consolidations, and Incorporations

O 16-Quitclaim deeds not serving as a source of title

O 8-Personal property included in transfer; amount it appllcable

s[ ] ,

O 9- Significant physical changes to property between March 1 and date of sale

(O 10- Non-warranty deed; specity type

O 11- Partlal interest. Describe in special circumstances.

entirety.

O 18-Transter to a charlty, not-for-profit or government

Institution

O 20-Rerecording to correct prior recorded document

O 21-Easements, Right-of-way grants

.~
Coniract Date (MM/DD/YYYY) Sales Price

/ $

1 ¥
Describe any unusual or special circumstances related to this sale, Including the specification of any less-than-complete ownership interest and terms of seller financing.

or trust deeds.

O 17-Documents involving the partition of land between
tenants in common, Joint tenants or tenants by the

O 19-Transfer for no or discounted conslderation, or gift

“




v INDIANA SALES DISCLOSURE FORM Page 2

PART 1 - To be completed by BUYER/GRANTEE and SELLER/GRANTOR
Seller 1 - Name or Enlity as appears on deed

(typed or printed in black ink)

‘g’ City, Town, or Post Office State ZIP Code
=
g -
ﬁ Seller 2 - Name or Entity as appears on deed
&
©
M2l Address
City, Town, or Post Office Stale | ZiP Code
Preparer Name and Address ) ) Preparer Phone

Buyer 1 - Name or Entity as appears on deed

Will this property be the
buyer's primary
Address residence?

Oves  Oto
City, Town, or Post Office State ZiP Code

A -

Buyer 2 - Name or Entlty as appears on deed

Buyer(s)/Grantee(s)

Address

City, Town, or Post Office State 2IP Code

| -]

Under penalties of perjury, 1 hereby certify that this Sales Disclosure, to the best of my knowledge and befief, is true, correct and complete as required by law, and
is prepared In accordance with IC 6-1.1-5.5, "Real Property Sales Disclosure Act".

Signature of Seller Signature of Buyer
0
g
2
© .
¥ Seller Sign Date Buyer Sign Date )
5l (MM/DDIYYYY) (MM/DDIYYYY)

Seller Phone

T T -

County A or other ing offical must verify and complete the following information:

O Significant physical changes to property between March 1 and date of sale

| Property class /i
$ s R AV LAND use code
Taxing District (DLGF assigned)
$ AV IMPV _I
Completion O Yes . (O No
. ' V TOTAL
Date Entered in Transfer Book $ o , AV TOT O Valid Sale
/ / | | I | NEIGHBORHOOD CODE

NG



INDIANA SALES DISCLOSURE FORM v Page 3
INSTRUCTIONS

Indiana law requires a sales disclosure form to be completed when a conveyance document (see definition below) is filed with the county
auditor. The county auditor may not accept a conveyance if (1) the sales disclosure form is not included with the conveyance document; or

{2) the sales disclosure form is incomplete. A person filing a sales disclosure form shall pay a fee of ten dollars ($10.00) to the county
auditor.

PART 1: BUYER AND SELLER INFORMATION

Property Transferred Information. Either the buyer/grantee or the seller/grantor should provide the parcel number(s) (including all dashes
and decimals), full address, tax billing address, lot size, and legal description of the parcel(s) transferred. A legal description is especially
important for metes and bounds descriptions and new parcels. If the transaction consists of more than three parcels, an additional list of
parcel numbers and lot sizes must be attached to this document.

Sales conditions/items. The information in this section is used to determine sales characteristics, establish market value, determine
applicability of the sale and for use in ratio or other studies. The appropriate circle or circles should be filled in for ali conditions/items that

- apply to the sale. With regard to personal property (see definitions below), the buyer or selier must enter an estimated value of the persaonal
property included in the sale. Similarly, the buyer and seller must enter the amount of seller paid points as applicable. Please note that while
indicating that certain conditions/items will result in not paying a filing fee, the buyer/grantee or seller/grantor is still responsible for completing
the form in full. ’ ,

Sales Data. The date and sales price of the property transfer is to be printed in the spaces provided. Any unusual or special conditions of
the sale that may affect the sales price or terms of the sales agreement should also be described.

Seller/Grantor Information. Seller(s)/grantor(s) are to provide the full name and address for seller(s) or entity as applicable. If there are
more than two individuals or entities involved in the transaction, additional ownership information must be included in an attachment to this
form. The seller/grantor must also provide the name, address, and telephone number of the preparer of the form.

Buyer/Grantee Information. Buyer(s)/grantee(s) are to provide the full name and address for buyer(s) or entity as applicable. If there are
more than fwo individuals or entities involved in the transaction, additional ownership information must be included in an attachment to this
form. The buyer/grantee must also indicate whether the property will be used as a residential primary residence.

Signature and Verification. The buyer/grantee, seller/grantor or their representatives must sign one (1) sales disclosure form, or if the'
parties do not agree on the information to be included on the completed form, each party must sign and file a separate form. If anyone other
than the buyer/seller or an attorney of the buyer/seller is filling out the form, a properly executed Power of Attorney must be completed and
attached. A person who knowingly and intentionally falsifies or omits any information required on this form commits a Class A
-infraction. o

PART 2: COUNTY AUDITOR RESPONSIBILITY

The county auditor is responsible for collecting the filing fee as well as ensuring that all parties to the conveyance have completed and signed
the form as required. The county auditor may not accept the sales disclosure statement if the statement is not signed by the buyer or seller.
If the buyer or seller fails to completely fill out their designated portion of the form, the county auditor may not accept the conveyance
document. The county auditor must also confirm the date the property was duly entered for transfer.

PART 3: COUNTY ASSESSOR INFORMATION :

The county assessor is responsible for determining whether or not significant physical changes have been made to the property between
March 1 and the date of sale. The county assessor is also responsible for entering property class or use codes, the proper department of
local government finance taxing district number, the current assessed value, and neighborhood code information. The county assessor
and/or other assessing officials are responsible for verifying the sale as well (note that verification is not required prior to submitting sales
data to the DLGF). Sales disclosure forms provided in response to public records requests should not include phone numbers.

. Definitions
Conveyance Document means any document, land sale contract, deed, quitclaim deed serving as a source of title, or other document
presented for recording, that purports to transfer a real property interest for valuable consideration.

Personal property — items that are not attached (built-in or affixed) to the real estate (land and buildings). This might include items such as
washers, dryers, window treatments, stoves and refrigerators. Other items considered personal property are boats and other vehicles,
inventories (livestock, goods in process or for trade, or agricultural commodities) and machinery used in farming or manufacturing.

j,?{




INDIANA SALES DISCLOSURE FORM

Listed below are certain deductions and credits that are available to lower property taxes in Indiana. Taxpayers may claim these benefits by filing an
application with the Auditor in the County where the property is situated. The previous tax bill will facilitate filing, but it is not required. Applications for
deductions against real property must be filed on or before June 10 to be effective for taxes payable in the following year. The deadline for
mobile and manufactured homes that are not assessed as real property is March 2 unless noted below. - The ownership must be the recorded as
of March 1st. Individuals that purchase property, or record a transfer or mortgage document after March 1 may file for the deductions at the earliest
opportunity, but the deduction will nat apply until the following March 1st assessment date. The deduction will appear on the tax bill the year following

Page 4

the assessment date. For additiona! information on these and other benefits, please consult Indiana Code 6-1.1-12 and 6-1.1-20.9.

(Iggggfg'&:) Ao, ELIGIBILITY REQUIREMENTS
Mort 1) reside on real property located in Indiana. includes mobile and manufactured homes; and
ortgage 3,000 2) must have owned real estate by March 1 of the current property tax year.

(6-1.1-12-1b)

3) A new application must be filed whenever a loan on real estate is refinanced.

Homestead Credit
(6-1.1-20.9) *

20% of net tax bill *

1) reside on real property located in Indiana, includes mobile and manufactured homes;

2) credit against the taxes attributabie only to the assessed value for the first acre and the dwelling
and garage only; and

3) must have owned real estate by March 1 of the current property tax year.

Homestead Standard Deduction
(6-1.1-12-37(b))

35,000

1) reside on real estate, including mobile and manufactured homes;
2) only the first acre and the dwelling-and garage allowed; and
3) must have owned real estate by March 1 of the current property tax year.

Over 65
(6.1.1-12-9)

12,480

1) reside on the real estate, includes mobile and manufactured homes;

2) at least 65 by December 31st of the year preceding the application year;

3) combined adjusted gross income not exceeding $25,000;

4) one year of ownership prior to March 1 of the current property tax year; and

§) assessed property value not exceeding $144,000.

6) Surviving, unremarried spouse at least 60 years of age if deceased was 65 at the time of death.

Blind
{6-1.1-12-11;12)

12,480

1) reside on the real estate, including mobile and manufactured homes:

2) blind;

3) taxable gross income not exceeding $17,000; ana

4) must have owned real estate by March 1 of the current property tax year.

Disabled
(6-1.1-12-11)

12,480

1) reside on the real estate, including mobile and manufactured homes;

2) disabled;

3) taxable gross income not exceeding $17,000; and

4) must have owned real estate by March 1 of the current property tax year.

Disabled Veteran
(6-1.1-12-14;15)

12,480*

1) owns real andior personal property in Indiana;

2) served in U.S. military service for at least 90 days and honorably discharged;

3) surviving spouse may apply;

4) either totally disabled or at least age 62 with at least 10% disability;

§) written evidence of the disability;

6) assessed value of real and personai property combined is not greater than $113,000; and
7) must have owned real estate by March 1 of the current property tax year.

Veteran with Service Connected
Disability
(6-1.1-1213;15)

24,860™

1) owns real and/or personal property in indiana; )

2) honorable discharged after serving in U.S. military during a war,

3) service connected disabifity of at least 10% with written evidence of disability;
4) must have owned real estate by March 1 of the current property tax year.

5) surviving spouse may apply;

Veteran World War |
(6-1.1-12-17.4)

18,720

1) resides on real estate, mobile or manufactured homes unless in a nursing home or hospital;
2) be a veteran of World War |; :

3) assessed value of the residence property does not exceed $163,000; and

4) own the real estate for at least one year prior to March 1 of the current assessment year.

Surviving Spouse of Worid War |
Veteran
(6-1.1-12-16,17 (b))

18,720*

1) own real and/or personal property in indiana;

2) spouse of deceased person serving in the U.S. military before November 12, 1918;
3) honorable discharge; and

4) not claiming the Deduction for Disabled Veterans or Surviving Spouses.

5) must have owned real estate by March 1 of the current property tax year.

Solar Energy Heating or Cooling
Systems (6-1.1-12-26)

Assessed value

1) Own real property, mobile or manufactured homes, both real and annually assessed; and

V\ﬁr}g-l;"czvyggg;nce Sﬁe\v?ogl':;gih e AV 2) for real estate ownershig by March 1 of the current property tax year; or for annually assessed
with oui the device, mobile homes, ownership by January 15th of the tax year. :
Hydroelectric Power Device In other words thé 3) Real property filing period is March 1 and May 10 of the assessment year. For annually assessed
(6-1.1-12-33) value of the de'vice property, the filing period is January 15 to March 31 of the tax year.
Geothermal Device
(6-1.1-12-34)

* Depending on the county, you may also receive a County Homestead Credit on your residence. Please consult with your County Auditor.
** Any unused portion after application to residence property applies next to personal property and lastly as Excise Tax Credit on efther motor vehicle excise tax (IC 6-6-5-

5) or aircraft ficense tax (IC 6-6-6.5)

*** The sum of the deductlons provided to a mobile home or to a manufactured home that Is not assessed as real property may not exceed one-haff (1/2) of the assessed
value of the mobite home or manufactured home. (IC 6-1.1-12-40.5) ’ .
SEE NEXT PAGE FOR REQUIRED FORMS, DOCUMENTATION AND INFORMATION ON LIMITATIONS REGARDING MULTIPLE DEDUCTIONS




INDIANA SALES DISCLOSURE FORM

Page 5

Specific deduction claim forms are available from the county auditor or on the Indiana Department of Local Government Finance website:

http:/iwww.in.goviicpriwebfile/formsdiv/digf.html

ARE THERE RESTRICTIONS WITH

DEDUCTION TAKING THIS DEDUCTION IN
(indiana Code) APPLICATION FORM AND VERIFICATION (PROOF) REQUIRED COMBINATION WITH OTHER
DEDUCTIONS? **+
Mortgage State Form # 43709 A new application must be filed whenever a NO
(6-1.1-12-1b) loan on real estate is refinanced.
Homestead Credit DLGF Form HC10 (State Form 5473) NO
(6-1.1-20.9)* Previous tax bill will facilitate filing.
Homestead Standard | 1y G Form HC10 (State Form 5473). One form filed for both the
Deduction NO

(6-1.1-12-37(b))

Homestead Credit and the Standard Deduction.

State Form 43708

PARTIALLY - May not claim any deductions

Over 65 Internal Revenue Service Form 1040 for the previous calendar year.
(6.1.1-12:9) This requirement includes submitting the 1040 for the applicantand ail | 2ter than the Mortgage and the Homestead
CO-OWRers. eductions.
i PARTIALLY - These deductions may be
61 i 12) pate Form 43710 claimed with all other deductions EXCEPT
et the Over 65 Deduction.
) PARTIALLY - These deductions may be
6 3'8132'26_3 . g‘riz g;’g?s‘;g;i: 0 claimed with all other deductions EXCEPT
. y the Over 65 Deduction.

Disabled Veteran **
(6-1.1-12-14;15)

State Form 12662

Either VA Form 20-5455 Code 1 In ltem #15; Pension Certificate;
Award of Compensation from VA or DOD; or Certificate of eligibility
from IN Dept of VA.

PARTIALLY - These deductions may be
claimed with all other deductions EXCEPT
the Over 65 Deduction.

Veteran with Service
Connected Disability
(6-1.1-12-13:15)

State Form 12662

Either VA Form 20-5455 Code 2 In item #15; Pension Certificate;
Award of Compensation from VA or DOD; or Certificate of efigibility
from IN Dept of VA, :

PARTIALLY - This deduction may be
claimed with all other deductions EXCEPT
the Over 66 Deduction and Surviving Spouse
of WW | Veteran.

Veteran World War 1*
(6-1.1-12-17.4)

State Form 12662
Letter from VA or Department of Defense; or Discharge Documents.

PARTIALLY - This deduction may be
claimed with all other deductions EXCEPT
the Over 65 Deduction.

Surviving Spouse of World
War | Veteran * *
(6-1.1-12-16;17(b))

State Form 12662
Letter from VA or Department of Defense; or Discharge Documents.

PARTIALLY - This deduction may be
claimed with all other deductions EXCEPT
the Over 65 Deduction and Veteran with
Service Connected Disability.

Solar Energy Heating or
Cooling Systems
(6-1.1-12-26)

State Form 18865

.PARTIALLY - These deductions may be

claimed with all other deductions EXCEPT
the Over 65 Deduction.

Hydroelectric Power Device
(6-1.1-12-33)

State Form 18865
Certificate of Qualification from the indiana Department of
Environmental Management.

i claimed with all other deductions EXCEPT

PARTIALLY - These deductions may be

the Over 65 Deduction.

* Depending on the county, you may also receive a County Homestead Credit on your residence. Please consult with your County Auditor,
** Any unused portion after application to residence property applies next to personal property and lastly as Excise Tax Credit on either motor vehicle excise tax (IC 6-6-5-

5)or aircraft license tax (IC 6-6-6.5)

*** The sum of the deductions provided to a mobile home or to a manufactured home that is not assessed as real property may not exceed one-half (1/2) of the assessed
value of the mobile home or manufactured home. (IC 6-1.1-12-40.5)

487
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Sales Disclosures

County Assessors’ Conference
2007
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Sales Disclosures

#Indiana Code 6-1.1-5.5-3(a):

s "Before filing a conveyance document with
the county auditor under IC 6-1.1-5-4, all
the parties to a conveyance must complete
and sign a sales disclosure form as
prescribed by the department of local
government finance under section 5 of this
chapter.” (Our emphasis)

=
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Sales Disclosures

# Prescribed form is State Form 46021,
“Sales Disclosure Form”, which was
revised in July, 2006.

# Form:must be typed or printed in black
ink.

77 CoSaw —
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Sales Disclosures

« Let’s take a look at the form section by
section, starting with “Property
Transferred”.

# The first three lines ask for the parcel
numbers. If more than three parcels
are being transferred, they can be listed
on a separate sheet so long as the
required information is included.

T S a. =
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Sales Disclosures

+ The parcel numbers are either printed
on the tax statement or can be
obtained from the county assessor's
records.

+ THESEF8age orlot size can also be
obtained from either the tax statement
or the county assessor’s records.

o
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Sales Disclosures

# If only a portion of the parcel is being
sold, then the.circle on.the.far right-
needs.to be filled in. (For example, a
person owns ten acres, but is only
selling two acres, or someone owns
three fots and is only selling one of

them.)
ST —
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Sales Disclosures

# This tells the assessor that they need to
split up the parcel into pieces, and
remove the sold acreage from the
present owner and give it to the new

owner.
‘// Q\ @:
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Sales Disclosures

# The assessor will then make a property
record card for the new owner and
change the existing card to show the
sale from the present owner. This will
also alert the county auditor to adjust
their ownership records for tax
purposes.

JL
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Sales Disclosures

# The address line is for the address of
the property being sold (street or road
address, city, state and zip code).

+ At the far end of the address line, it
asks for the number of parcels included
in the sales disclosure. This is a check
to make sure that all parcels being
conveyed are listed.

o 22 ===
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Sales Disclosures

¢ Then the form asks for the tax billing
address. The parcel address may or
may not be the correct address for tax
billing: This address will be used by the
county treasurer to mail the tax
statements, so it needs to be absolutely

correct.

- —
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Sales Disclosures

# The last line asks for the legal
description. This can again come from -
the tax statement or the county
assessor’s records. It can also come
from the conveyance document. '

=8
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Sales Disclosures

+ Any questions on the “Property
Transferred” section?

Py SN —
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Sales Disclosures

« Next, we want to iook at the
“Conditions"” section.

# You are asked to identify all the
conditions that apply, fill in the circle
and fill in any blanks, if necessary.

¢ If you need to |dent|fy any specnal
conditions oF Uises; please do $o on an
additional sheet and attach to the form.
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Sales Disclosures

# 1. Buyer is an adjacent property owner
~ he owns the land next to the subject
property and is purchasing it for
whatever reason.

# 2. Vacant Land ~ self explanatory; the
land has no structures and/or water or
septic system on it

o))
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Sales Disclosures

# 3. Exchange for other real property
("Trade”) — Grantee and Grantor are
switching properties.

+4, Seller Paid Points; amount if
applicable - if there are points involved,
you need to list the dollar amount.

7 Y S N

Sales Disclosures
# 5. Change planned in the primary use

of the property? Is vacant land going
to be used for a subdivision? Is a
business going to build a factory? Is an
older home going to be divided into
apartments? This alerts the assessor to
check the property for a change in use
and different assessment method.

i S
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Sales Disclosures

# 6. Existence of family or business
relationship between buyer and selier —
the parties are related or business
partners, or a relationship exists. This
alerts the assessor to the fact that this
may not be an arms-length transaction.

@)
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Sales Disclosures

« What is an arms-length transaction?

@ The parties are unrelated; there is no
undue stimulus; the property has been
exposed to the market for a reasonable
amount of time; the buyer and seller are
acting prudently in their own best

interests.
2 / %\ @
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Sales Disclosures

s~ 7. Land Contract Dated: - Self-
explanatory. If there is a land contract,
enter the date of the contract.
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Sales Disclosures

# 8. Personal property included in the
transfer; amount if applicable — Items
that are not attached (built-in or
affixed) to the real estate (land and
buildings (such as washers/dryers,
window treatments, inventories,
machinery, boats and other vehicles)

I3
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Sales Disclosures

# 9, Significant physical changes to
property between March 1 and date of
sale — any buildings built or torn down;
any other improvements made to the
property; or anything else that would

.cause the @ssessment of the property to

change
T eSS —
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Sales Disclosures

¢ 10. Non-Warranty deed; specify type -
if you are not conveying by warranty
deed, what type are you using?

# 11. Partial Interest — if the conveyance
is not for 100%, then explain the
circumstances, and the interest being
conveyed.
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Sales Disclosures

# The next section of items (12 —21) must
be filled out where applicable, even
though the filer is not subject to the
filing fee if any of the items apply.

loo
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Sales Disclosures

¢ 12. Security interest documents such
as mortgages or trust deeds

# 13, Leases less than 90 years.

# 14 Document resulting from
foreclosure, or express threat of
foreclosure, divorce court order,
condemnation, probate or other judicial
proceedings.
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Sales Disclosures

# 15. Agreements and other documents
for mergers, consolidations and
incorporations.

# 16. Quitclaim deeds not serving as a
source to title

N 25 ==
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Sales Disclosures

¢ 17. Documents involving the partition of
land between tenants in common, joint
tenants, or tenants by the entirety.

#18. Transfer to a charity, not-for-profit
or government institution.

#19. Transfer for no or discounted
consideration, or gift.
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Sales Disclosures

#20. Rerecording to correct prior
recorded document.

£ 21. Easements, right-of-way grants
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Sales Disclosures

# Let’s look at a few definitions:

« Tenants in common — an ownership of
reaity by two or more persons, each of
whom has an undivided interest without
the right of survivorship. Upon the death
of one of the owners, the ownership share
of the decedent is inherited by the party or
parties named in the decedent’s will.

e
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Sales Disclosures

# Example: A syndicate is formed using a
tenancy in common. Under this
arrangement, all of the investors have
to sign the deed for the entire property
to be sold, but each tenant may convey
his or her share independently.




Sales Disclosures

# Joint Tenants — Ownership of realty by
two or more persons, each of whom
has an undivided interest with the right
of survivorship. This is usually used by
people who are related.

'7/ TS =
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Sales Disclosures

s Example: Abel and Baker own land in
Joint tenancy. Each owns half of the
entire (undivided) property. Upon
Abel’s death, Baker will own the entire
property, and vice versa.
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Sales Disclosures

¢ Tenants by the Entirety — an estate that
exists only between husband and wife
with equal rights of possession and
enjoyment during their joint lives and
with rights of survivorship — i.e. when
one dies the property goes to the
surviving tenant.
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Sales Disclosures

# Example: A married couple owns
property as tenants by the entirely.
Neither can convey his or her part of
the property during their lives unless
the other party consents. (Divorced
spouses become tenants in common.)

Sales Disclosures

# The next section “Sales Data” is one of
the most important parts of the form.

# The date of the sale (the date on which
the parties agreed to a sale price)

# Sales price — the actual amount of
money the grantee paid the grantor for
the property being transferred. This
MUST BE the true and correct amount.

"/ Q\ /@%
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Sales Disclosures

7" We will discuss more in detail the
importance of having the correct sale
price later.
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Sales Disclosures

+ Page two of the form asks first for the
name and address of the seller(s). If
there are more than two sellers, please
complete the information on a separate
sheet of paper and attach it to the
form. It also asks for the name of the
Title Company and the company’s
phone number. -
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Sales Disclosures

¢« If a title company is involved, please
provide the information.

# The next section asks for the buyer(s)
name and address. Here again, if more
than two individuals are involved,
please complete the information on a
separate sheet of paper.
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Sales Disclosures

# This section also asks if the property is
going to be the buyer’s primary
residence. If it is, then the property will
be eligible for the homestead credit and
standard deduction if the buyer files for
them with the county auditor.




Sales Disclosures

# The last section asks for the signatures
of the buyer and seller, the date they
sign the document, and their telephone
numbers.

+ THE_FORM MUST BE SIGNED BY BOTH
PARTIES

i N
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Sales Disclosures

« If, for any reason, the parties do not
agree on the information to be included
on the completed form, each party may
sign and file a separate completed
form.
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Sales Disclosures

# Part Two of the form is for the County
Auditor to file stamp the form, indicate
that it is complete, and enter the date
the property was transferred in the
Transfer Book.
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Sales Disclosures

# Part Three is for the County or
Township Assessor to note any major
physical changes to the property, list
the assessed value, the property class
code, the neighborhood code, and the
DLGF assigned Taxing District number
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Sales Disclosures

# If anyone other than the buyer/seller or
an attorney of the buyer/seller is
signing the form, a properly executed
“Power of Attorney” form must be
completed and attached.

7~ N ——=

Sales Disclosures

# A person who knowingly and
intentionally falsifies or omits any
information required on the form
commits a Class A Infraction. In
other words, it's against the law.
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Sales Disclosures

# The county auditor is responsible for
collecting the filing fee.

¥ The county auditor is also responsible
for ensuring that all parties to the
conveyance have completed and signed
the sales disclosure form as required.
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Sales Disclosures

# The county auditor may not accept the
sales disclosure statement if the
statement is not signed by the buyer
and seller. (In the case of muitiple
sellers and/or buyers, only one seller
and one buyer are required to sign.)
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Sales Disclosures

« If the buyer or seller fails to completely
fill out their designated portion of the
form, the county auditor may not
accept the conveyance document.

# An incomplete sales disclosure, along
with the conveyance document should
be returned to the person attempting to
file the form.
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Sales Disclosures

¢ By law (IC 6-1.1-5.5-6) the county
recorder “shall not record a conveyance
document without evidence that the
parties have filed a completed sales
disclosure form with the county
auditor.”

Sales Disclosures

# Any questions at this point on the form
itself?

+ Let’s look at some other points about
sales disclosures and how they are

used.
"/ %\ @
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Sales Disclosures

« First, the form is required by law.
Indiana Code 6-1.1-5.5 requires, that
before a conveyance document can be
filed with the county auditor, a sales
disclosure form must be filed.




Sales Disclosures

¢ Second, even though items 12-21 on
the form result in no fee being paid, the
buyer or seller is still responsible for
completing the form in full.
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Sales Disclosures

# For instance, if you are simply wanting
to record a quit claim deed that does
not transfer title, you would still need to
fill out a sales disclosure form.

T S =
// N & =x—

Sales Disclosures

# Third, there will be conveyances where
none of the information in the
“Conditions” section applies. The
remainder of the form should still be
filled out and signed. The county
auditor should accept the form.
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Sales Disclosures

« Fourth, contract sales are not exempt
from the sales disclosure filing, A form
needs to be filed at the beginning of
the contract (when either the contract
or a memorandum is recorded), and

~again when the deed is issued at the
end of the contract term to convey title.
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Sales Disclosures

# Fifth, telephone numbers are required
to be given. However, telephone
numbers on this document are
considered confidential information. If
any copies are shared with the general
public, the telephone numbers must be
permanently removed from the copies.
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Sales Disclosures

#~ Social Security numbers are not
required, but if they are given, they
also are considered confidential, and
must be permanently removed from
any copies that are shared with the
public.
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Sales Disclosures

# Other than telephone numbers or Social
Security numbers, the sale disclosure
form is public information, and copies
are required to be made available to the
public upon reguest.
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Sales Disclosures

¢+ Sixth, the filing fee is $10. A multi-
parcel transaction should be considered
one conveyance and only one fee

collected.
"/ Q\ e
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Sales Disclosures

£ On an exempt transaction, only one
signature (either buyer or seller) is
acceptable. (Items 12-21 on the form)
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Sales Disclosures

# Misdemeanors and infractions:

« A person who knowingly and intentionally:

= Falsifies the value of transferred real property;
or

« Omits or falsifies any information required to be
provided in the sales disclosure form;

commits a Class A misdemeanor.
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Sales Disclosures

« A public official who knowingly and
intentionally accepts:
= A sales disclosure document for filing that:
= Falsifies the value of transferred real property;
or
= Omits or falsifies any information required to be
provided in the sales disclosure form; or

- —
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Sales Disclosures

A conveyance document for recording in
violation of IC 6-1.1-5.5-6

commits a Class A infraction.

(This section pertains to the county
auditor and the county recorder.)
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Sales Disclosure

# What is a conveyance document?

# Indiana Code 6-1.1-5.5-2 defines
“conveyance document” as “any
document, deed, contract of sale,
agreement, judgment, lease that
includes the fee simple estate and is for
a period in excess of ninety (90) years,
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Sales Disclosures

quitclaim deed serving as a source of
title, or other document presented for
recording, that purports to transfer a
real property interest for valuable

consideration.”
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Sales Disclosures

# It does not include:

« Security interest documents, such as
mortgages and trust deeds

= Leases for a term less than 90 years

« Documents for compulsory transactions as
a result of foreclosure or express threat of
foreclosure, divorce, court order,
condemnation or probate.
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Sales Disclosures

# Documents involving the partition of land
between tenants in common, joint tenants,
or tenants by the entirety.

s Agreements or other documents for
mergers, consolidations, and incorporations
involving solely nonlisted stock.

= Quitclaim deeds not serving as a source of
title.
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Sales Disclosures

# How are they used?

= The county assessor or other assessing
official must verify the accuracy of the
information on the form. This can be done
in several different ways — calls to the
seller, calls to the buyer, calls to the title
company, a survey form — whatever
method the assessor finds that works.

v/ C’%\ @
7 N 2 ==

Sales Disclosures

# If the county or township assessor calls
you to verify the information on the
form, they are only doing their job. .
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Sales Disclosures

# Accurate assessment information
benefits everyone by keeping the
assessed value accurate, which keeps
the tax rate accurate, which has
everyone paying their fair share.
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Sales Disclosures

+ Once the information is verified as
accurate, then it will be used in a
variety of ways:

= Setting the market value in use values for
the various classes of land and homesites

# Neighborhood factors
& Ratio studies
= Annual adjustments
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Sales Disclosures

# Prior to the 2002 reassessment, the
township assessors used the sales
disclosure forms to set the rates for
residential land, commercial land,
industrial land and agricultural
homesites.
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Sales Disclosures

« Also, prior to the 2002 reassessment,
the township assessor had to break the
township down into neighborhoods.
These neighborhoods were defined by
such-things as common development
characteristics, size of lots, average age
of the majority of improvements,
geographic boundaries and sales.
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Sales Disclosures

# Once the boundaries were established,
then the township assessor used the
sales disclosures to calculate the land
base rates applicable to each

neighborhood.
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Sales Disclosures

# Post 2002, the township assessors also
use the sales disclosures to calculate a
neighborhood factor. This percentage
accounts for the impact on value
caused by physical characteristics in the
neighborhood such as the type and
layout of streets, availability of support
services , and utilities.
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Sales Disclosures

# It also takes into account the economic
characteristics such as demand for
property, mortgage interest rates,
police and fire protection, zoning, crime
rates, owner-occupant ratios and family

size.
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Sales Disclosures

+ Using the sales disclosures and the
property record cards for those
properties, the improvement sale price
and the improvement value was
determined. The neighborhood factor
is determined by dividing the total
improvement sale price by the total
improvement value.
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Sales Disclosures

# Ratio studies had to be done for
equalization purposes before the
county’s reassessment was approved by
the DLGF. No property tax bills could
be figured and sent to the taxpayers
until the equalization study was
completed.
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Sales Disclosures

# The ratio studies had to conform to a
standard published in by the 1999
International Association of Assessing
Officers or other acceptable appraisal
method approved by the DLGF.

. —
: %/ S S 2 =t

Sales Disclosure

# Without going into a lot of detall, the
ratio studies compare the sale prices of
properties to the assessed value of
those same properties to see how close
the two figures are to each other. The
resulting ratios are measured for
accuracy, uniformity and a
regressive/progressive tendency.
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Sales Disclosures

# This is why the sales disclosures should
be accurate. If they are not, any
resulting ratio will not be correct, and
properties could be adjusted incorrectly,
causing people to either pay more or
less taxes than they should.




S S ——
% N 2 =

Sales Disclosures

# The resulting statistical information was
used to equalize the assessments
between neighborhoods, between
townships and classes or property.
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Sales Disclosures

# Now, the townships have to do an
annual adjustment for each class of
property. This will be accomplished by
ratio studies using the sales information
for the past two years.
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" Sales Disclosures

¥ As they verify each form, you may be
asked for assistance. Please give the
county or township assessors as much
information as you can about the sales
they are working with.
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Sales Disclosures

¢+ 1t is very important that the information
be accurate. These studies must fall
within certain guidelines, and will show
areas where property value has gone
up or down or stayed relatively the
same. Assessment will be adjusted
according to the information in the
studies.
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Sales Disclosures

¢ Where does the money from the filing
fee go?
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Sales Disclosures

¥ Each county has a sales disclosure fund,
and the county auditor routinely
deposits the fees collected into this
fund. Under present law, fifty (50%) of
what the county collects stays in the
county.
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Sales Disclosures

¢ Money in the fund can only be used for:

« Administration of the sales disclosure
process;

+ Verification of the information contained on
the form;

« Training of assessing officials;

@ Purchasing computer software or hardware
for a property record system.

_ —
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Sales Disclosures

# The county council must appropriate
the money from the fund based upon
requests of the assessing officials in the

county.
"/ %\ e
[ Ny ==

Sales Disclosures

# The other 50% of the money goes to
the state. There is a state assessment
training fund, which is a dedicated
fund. This means it cannot be used for
anything other than the stated purpose
for which it was created.
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Sales Disclosures

# The DLGF may use the fund to cover
expenses incurred in the development
and administration of programs for
training assessing officials and
employees of the department.
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Sales Disclosures

# It allows us to conduct the various
classes for continuing education, the
preparatory classes for the certification
examinations and to do special
programs like this one.
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Sales Disclosures

# Senate Bill 327 (2005) made some
changes in the property reassessment
fund, including adding the verification
of sales disclosure forms as an
authorized expense of the fund. It also
calls for the $10 filing fee to be
extended through the end of 2009, and
delays the start of the next

sy ccorrmnt_
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Sales Disclosures

# However, it also adds the requirement
that the preparer of the form be listed
with an address and telephone number

£ It also requires that the seller and
buyer furnish a legitimate telephone

number.
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Sales Disclosures

# Now that we have discussed the forms
and what needs to be on them, there
are several exercises that we are going
to work.
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Sales Disclosures

r You have several forms in front of you.
Take a few minutes to look them over
and then tell me if they are deficient in
any way.




Effective Age

Presented by:

Ad Valorem Solutions

Look at this...

LIKE

Residential Properties
Effective Age

> Chronological Age
» Effective Age

Chronological Age

The actual, sometimes called historical,
age is the number of years that have
elapsed since the building construction
was completed up to the depreciation
date, which is March 1, 1999.

> The chronological age of a structure has
traditionally been used as a strong
indicator of its depreciation. But this
approach, while simple and easy to use,
does not generally reflect the actions of

the market in buying and selling decisions,

or the actual loss in value suffered by the
improvements.

Effective Age

The age of a structure as compared to
other structures performing like functions.
Sometimes it can also be thought of as the
actual age less the years that have been
removed from the actual age by such
things as maintenance, repair, upgrading,
and change.




Effective age can also be decreased by
the removal of some kind of functional
inadequacy or the modernization of one or
more of the systems.

» The items that would tend to reduce the
effective age might include:
« New paint
« Carpeting
» Roof
« Furnace
« Electrical System
« Windows
« Plumbing
« Room additions
« General home remodeling

» For the valuation of real property within the
State of Indiana, the condition rating will
reflect the effective age of the structures.

> By changing, maintaining, or modernizing
the structure, the age of the structure is
effectively lowered, thereby the total
economic life is extended. This change in
economic life is reflected in the condition
rating assigned the structure.

> Effective age may also be changed in a
residential structure when remodeling
takes place and the structure is updated,
renovated, or when additional area is
added which increases the structures
functional utility.

Residential Examples

> In class problems
« Chronological age
- Effective age
« Weighted age




record cards may be used.

Commercial Properties
Effective Age

> The actual age of a structure shouid be
determined from the records of the owner.
If this is not available, public records such
as building permits or older property

» Structures which have had additions built
subsequent to the construction of the
principal or original structure must have a
"weighted" age calculated to use in place
of the actual age when using the
commercial and industrial depreciation
tables.

» The method of calculating weighted age is
one of weighting the actual age of the
original structure and each of its additions
by the square footage contained in each

part of the structure.

Example

An industrial plant was originally built forty
(40) years ago in 1959 and has had two
additions; one twenty (20) years ago in
1979 and the second five (5) years ago in
1994. The original structure contained
twenty. thousand (20,000} square feet,
addition one contained five thousand
(5,000) square feet and addition two
contained ten thousand (10,000) square
feet.

The calculation of the weighted age would
be as follows:

Part of

Structure Size Total S.F. % Year |Contribution
Original 20,000 |+35,000 5714 | 1959 | =1,119.43
plant i

1staddition (5,000 |+35,000 |[=14.29 |x1979 [=282.71

2nd addition | 10,000 [+35,000 [=28.57 [x1994 |=569.71
Totals 35,000 100 =1,971.85

1,971.85 rounds to the year 1972.
Therefore, the structure has a weighted
age of twenty-seven (27) years and the
assessor would enter 1972 on the property
record card in the age column under
summary of improvements.




Commercial Examples

> In class problems
« Actual Age
« Weighted Age
« Effective Age

Look at this...

LIKE

Effective age

> The age of property that is based on the
amount of observed deterioration and
obsolescence it has sustained, which may
be different from its chronological age.
(USPAP, 2002 ed.)

{The dictionary of Real Estate Appraisal 4% Edition)

» Actual age, which is sometimes called
historical age or chronological age, is the
number of years that have elapsed since
building construction was completed.

> Effective age is the age indicated by the
condition and utility of a structure and is
based on an appraiser’s judgment and
interpretation of market perceptions.

{The Appraisal of Real Estate 12" Edition}

» Actual Age

Is the difference between the date of
construction and the effective date of the
appraisal.

> Effective Age

Is the numerical age estimate of the
improvements based on the conditions of the
improved property and comparison with
competitive properties of the same actual age.

{The Appraisal of Real Estate 12% Edition (workbook)}

Age and Life Relationships




Description of Improvements

»Age vs. Effective Age:
« Most abused section of the appraisal
report

« Large unsupported differences between
age and effective age will result in an
inflated value.

Supporting Effective Age

> The wider the variance, the more details
needed for support.

> Specifics should be provided for updates,
remodeling, etc., that would increase the
subject’s value based on local market
acceptance

Age/Life Method

> This method estimates depreciation as a lump
sum based on assumed straight-line
depreciation

» Economic life is estimated using rules of thumb
based on past experience or published sources
» Effective age is usually used in place of actual
age, but this varies

Agel/lLife Method Example

Reproduction cost new $255,000

Total economic life 55 years

Effective age 20 years

% accrued depreciation : = 20/55 = 36.4%
Accrued depreciation 92,820
Depreciated value of improvements 162,180
Land value 39,000
Estimated market value $201,180

Modified Age/Life Method

> Sometimes the age/life method is modified

by subtracting out curable physical and

functional depreciation before calculating

the lump sum depreciation of the rest

» The idea is that the owner will cure these
problems because it adds more value than it
costs

Modified Age/Life Method Example

Reproduction cost new $255,000
Physical and functional depreciation, curable 12,500
Adjusted cost $242 500

Total economic life 55 years

Effective age 17 years

% accrued depreciation =17/55 = 30.9%
Accrued depreciation 74,933
Depreciated value of improvements 167,567
Land value 39,000

Estimated market value $206,567




Comments on Age/Life Method

» The general relationship between age and
depreciation varies from market to market
« Use local patterns, not national ones

» Although this method assumes straight line
depreciation, this is not typically accurate

« The amount of depreciation changes from year to
year

» Location of a property within a given market
area does not appear to affect depreciation rates

Comments on Age/Life Method

» Effective age (based on subjective appraiser
judgment) appears to be more accurate than
physical age

» Depreciation rates of between 0.90 and 1.70
percent per year seems to be a useful
benchmark for properties that are not too old

» Depreciation rates can be estimated from
comparable sales (market extraction)

Appraising Examples

> In class problems
« Effective Age
« Age Life Method
« Qverall review

Questions

Questions

Questions

THANK YOU FOR YOUR
ATTENDANCE

ENJOY THE CONFERENCE
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2007 JOINT WINTER CONFERENCE COURSE DESCRIPTIONS

TRENDING “A WHOLE LOT MORE THAN JUST NEW FACTORS”- 3 HOURS
This course covers all the preliminary work need to properly trend all types of .
property prior to calculating the basic residential market factors and submitting a ratio study.
We will review neighborhood arrangements, sales disclosure investigation, outlier resolution,
land value determination, Commercial/Industrial trending techniques, as well as residential
assessments in a market system.
Bring: Pencil and calculator

COMPOUND INTEREST TABLES MADE SIMPLE - 3 HOURS

The compound interest tables aren’t just for math geeks! These tables are valuable
tools when used in the hands of a trained appraiser. This course will review the art of saving
to replace the roof on a business, determine the leaseback of property and it’s application to
market value, calculate discounted values for developmental ground or proposed large tenant
projects. Yes, all this and more awaits you in this fun and educational class. Be the first in
“your county to become a professional compound interest table operator. Don’t be shy, Pat
Alesandrini will make this very easy to understand!
Bring: Pencil and calculator

INHERITANCE TAX: FROM BEGINNING TO END AND ALL THE IN BETWEEN-

3 HOURS
T This course is designed to educate current assessors and their staff along with those

newly elected assessors. You will learn what forms to use and when. Auditing the 1H-6,
what you should look for and why it’s important. We will also talk about dealing with
difficult attorneys and personal representatives, and how you can get them to comply with
your requests. Additionally, we will discuss so those “odd srcuatlons” that pop up just when
you think you’ve heard it all!

Bring: No materials required

OFFICE MANAGEMENT-3 HOURS

This course will cover many different aspects of management in the assessment
office. Topics to be covered include: functions of the assessment office-both short and long
term; organizational structure; time and staff estimations for reassessment projects; public
relations; and quality control. This course will assist the assessment official to streamline
their operating procedures. This class will be beneficial to all regardless of your level of
employment.
Bring: Pencil and calculator

INVESTMENT DEDUCTIONS AND ABATEMENTS -3 HOURS

A year later and what have we learned? This course will provide a basic overview of tax abatements,
including a review of the abatement process, the Investment Deduction, and the Assessor’s role.
Frequently asked questions (or problems) about abatements and the investment deduction will also
be discussed, as well as the Minimum Value Ratio (MVR).

|
i




COURSE DESCRIPTIONS

GIS & ASSESSING “HOW THEY GO HAND IN HAND”

THIS COURSE WILL INTRODUCE THE ASSESSOR TO THE BENEFITS OF USING GIS FOR THE DAY
TO DAY OPERATIONS OF THE ASSESSOR'S OFFICE. ASSESSOR’S OFFICES ARE REQUIRED TO DO
MORE WITH LESS EVERY YEAR. GIS GIVES ASSESSORS A TOOL TO MAXIMIZE THEIR RESOURCES.
WE WILL GIVE ASSESSORS A FIRST HAND ACCOUNT OF THE DOS AND DON'TS OF
IMPLEMENTING A GIS SYSTEM. GIS IS ALWAYS A WORK IN PROGRESS, DEMANDING OF ITS
USER’S TOTAL COMMITMENT. USED AND MAINTAINED CORRECTLY GIS WILL GIVE A COUNTY A
PRODUCT THAT WILL MAKE IT MORE EFFICIENT AND ACCOUNTABLE. NO CREDIT
HOURS/INFORMATIONAL CLASS ONLY
INSTRUCTORS: JUDY SHARP & PHILIP BERNARD

TRENDING PROBLEMATIC NEIGHBORHOODS “A WHOLE LOT MORE THAN JusT NEW

FACTORS”
THIS CLASS WILL CONCENTRATE ON PROBLEMATIC NEIGHBORHOODS AND HOW JUST

CALCULATING NEW FACTORS WON'T GIVE YOU UNIFORM AND EQUITABLE ASSESSMENTS
THROUGHOUT THE ENTIRE NEIGHBORHOOD, DESPITE BEING WITHIN STATE STANDARDS. THIS
CLASS WILL FOCUS ON AN APPROACH THAT PROVIDES BETTER UNIFORMITY, REDUCED
APPEALS AND DECREASED TAX RATES BY ADDRESSING EFFECTIVE YEAR, CONDITION AND
GRADE FOR ALL PROPERTIES WITHIN THE NEIGHBORHOOD AS THEY RELATE TO 2006 MARKET
VALUES. 3 CREDIT HOURS BRING A CALCULATOR

INSTRUCTOR: KEN SURFACE

OFFICE MANAGEMENT FOR DUMMIES

THIS CLASS WILL BE HEADED BY A PANEL OF VOLUNTEER ASSESSING OFFICIALS. IT IS
DESIGNED TO HELP NEWLY ELECTED OFFICIALS AND THEIR DEPUTIES TO ORGANIZE AND
'UNDERSTAND THE DAILY OPERATIONS OF THE OFFICE. PLEASE BRING ANY QUESTIONS OR
IDEAS WITH YOU OR E-MAIL THEM IN ADVANCE TO CMAYNARDE@HANCOCKCOINGOY.ORG PRIOR
TO CONFERENCE. HOPEFULLY, EVERYONE CAN LEARN THROUGH THIS INFORMAL ROUND
TABLE DISCUSSION.
NO CREDIT HOURS/INFORMATIONAL CLASS ONLY
MODERATOR: CAROLE MAYNARD

INHERITANCE TAX
THIS CLASS IS DESIGNED TO EDUCATE ASSESSORS AND THEIR STAFF ON INHERITANCE TAX

PROCEDURES AT THE COUNTY LEVEL. TOPICS TO BE COVERED INCLUDE: AUDITING THE IH-6,
IH-14 PROCEDURES, OVERVIEW OF FORMS AND HOW TO DEAL WITH BANKS, ATTORNEYS AND
TAXPAYERS.

3 CREDIT HOURS

INSTRUCTOR: KRISTEN KEMP

PTABOA
1.5 CREDIT HOURS _
INSTRUCTOR: MARILYN MEIGHEN

SALES DISCLOSURES
3 CREDIT HOURS
INSTRUCTOR: DIANA BoYLLs

EFFECTIVE AGE
3 CREDIT HOURS
'INSTRUCTOR: BRIAN THOMAS

INCOME APPROACH / RENTAL PROPERTIES

3 CREDIT HOURS
INSTRUCTOR: KURT BARROW

PERSONAL PROPERTY
3 CREDIT HOURS
INSTRUCTOR: JOE LUKOMSKI
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From: Atherton, Thomas [TAtherton@boselaw.com]
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This message is from the law firm Bose McKinney & Evans LLP.
This message and any attachments may contain legally privileged or
confidential information, and are intended only for the individual
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and any attachments to any person other than the intended recipient(s)
is not intended in any way to waive confidentiality or a privilege.

All personal messages express views only of the sender, which are not
to be attributed to Bose McKinney & Evans LLP, and may not be copied
or distributed without this statement.




Commissioner Musgrave,

In response to your invitation to submit closing thoughts for your final consideration, | submit the
following.

1. 1AAO Recognition of Chi-Square Test. There was discussion today of whether the IAAO
“has recognized the Chi-Square test. It has. On pages 299-300 of the Mass Appraisal of Real
Property, the Chi-square test is mentioned as test for equality of assessment between groups of
property (i.e. sales chasing) as long as the expected count for each cell exceeds 5, which it does
by far in all of the cases we cited.

+ 2. The of lack of homogeneity in Michigan Township. While Dr. Kelly’s April 16 presentation
mentioned that residential properties were vastly dissimilar in Michigan Township. While we do
not concur with Dr. Kelly's assertions about the impact of non-homogeneity on the Mann-Whitney
test, Dr. Kelly didn't make such a representation about commercial properties. Mr. Denne has
performed a sales ratio study on those commercial properties and the Mann-Whitney test shows
statistically significant findings of sales chasing. Dr. Schwab could easily replicate the test.

3. The Sensitivity of the Mann-Whitney' test, the lack of importance of differences in
medians, and certain townships not being found in violation of sales chasing. Nexus has
pointed out that in some instances the median level of assessment between the sold and unsold
properties does not deviate by too much. (See, e.g. page 4. of the April 16 Nexus handout,
"Further please review the median % change figures by neighborhood for Michigan TWP.
Virtually all neighborhoods have very similar changes.”) Nexus argues that because the medians
are close, sales chasing could not have taken place. But as Mr. Denne explained, sales chasing
can be positively shown even when the median of sold properties does not differ at all from the
median for sold properties. Simply put, the Mann-Whitney test is much more important in
detecting sales chasing than comparing differences, or lack of difference in the medians of sold
and unsold properties. If the Mann-Whitney was not a more meaningful tool, why would the
IAAO even recommend performing the Mann-Whitney?

The explanation of why the Mann-Whitney is the touchstone for testing for sales chasing,
and comparing medians is not starts with the sensitivity of the Mann-Whitney test. The Mann-
Whitney test is not particularly sensitive; quite a bit of sales chasing can take place before the test
will reveal sales chasing to a statistically significant degree. Overall, that's a good thing; we don't
want the test to reveal a lot of false positives and find sales chasing where it does not exist.
There is a concomitant downside: the lack of sensitivity also means that some “modest” sales
chasing can take place without being detected by Mann-Whitney.

Sales chasing will affect the COD more readily than the median level. COD's are the
average percentage deviation from the median ratio. The median levels is just what its name
implies. One of the strengths of the median is that it is resistant to the pull of outliers, while
averages are more subject to the influence of outliers. Therefore, it may take quite a bit of sales
chasing to move the median level, because changing a few bad assessments won’t move the
median much. COD’s are another matter and, as averages, can be moved a great deal by only a
few changes. Therefore, an assessor who needs.to bring his or her COD’s into tolerance, may
not need to move many assessments (chase many sales.) As Mr. Denne has indicated, and a
little experimenting with sales ratio data will demonstrate, it is quite possible to bring COD’s into
tolerance and not move the median level at all. (Obviously, the smaller the sample, the fewer
sales that would need to be changed to.move the COD.) In fact, the Nexus April 16 memo

' Dr. Kelly invariably refers to “the Wilcoxan (sic) Mann-Whitney test. For the sake of clarity, this is the
same test that Mr. Denne and the IAAO refer to as the Mann-Whitney test. The correct spelling, however,
is “Wilcoxon,” not “Wilcoxan.”




contains examples of how removing just one or two sales may be enough to bring non-compliant
COD’s into line.

With regard to the fact that not every township failed the Mann-Whitney test, one could
conclude either that sales chasing did not occur, or alternatively, that the Mann-Whitney test just
wasn't sensitive enough to detect a “modest amount” of sales chasing.

4. The Law and Good Assessment Practices. It is always a pleasure to discuss
the law with an economist.  In his email of this evening, Dr. Kelly sites 3 Indiana Tax Court
cases. 2 The cases stand for the proposition, as we discussed this afternoon, that in order to
overturn an assessment on appeal a taxpayer cannot simply rely on an error in the assessment,
but must provide substantive evidence of the correct value of the property. For example, in
Ekerling v. Wayne Township Assessor, the Ekerlings could not just point to the fact that the
assessor used the wrong schedule to cost out their improvements. In order to win on appeal, the
taxpayer had to show independent evidence of the market value in use of their property. Thus,
the fact that the assessor may have used the wrong cost schedule was not enough by itself for
the taxpayer to prevail. But that is a far cry from saying that it in setting the assessment the
assessor is free to use whatever cost schedule suits his whim, as long as the ultimate value is
correct. Importantly, neither the Tax Court nor the IBTR has ever said that assessors may
change fundamental property characteristics —including age, grade and condition -- without
regard for the actual physical characteristics of the property.

The “disconnect of information” is in not being able to perceive the difference from carrying a
burden of proof in an assessment appeal, and what constitutes good assessment practice. It is
true that Indiana, like most other states, initially sets assessments based on the cost approach. It
is also true that in Indiana, like most other states, if the assessor does not believe that the cost
approach is an accurate reflection of value, he or she should make adjustments so that the
assessed value is correct. But that does not mean, as Dr. Kelly surprisingly alleges in his email,
“that the final assessed value is the only important element of the assessment, not grade,
condition or other elements.”

Indiana’s assessment system starts with the physical attributes of property and estimates the cost
to construct those improvement. (Replacement Cost New, or RCN). The next step in the system
is to depreciate the RCN based on factors such as age, grade and condition. Finally the
assessor adds in land value. If assessments set under the cost approach are to have any hope
of accuracy and uniformity, it is imperative that the physical characteristics, age grade and
condition, and land values be established by the assessor as accurately and honestly as
possible. If at the end of that calculation the indicated value needs to be adjusted, the assessor
has the authority to do so. He or she does not have the authority to change factors that have
been correctly entered. Dr. Kelly, however explained in his April 16 presentation, that in some
neighborhoods, Nexus adjusts one or more factors such as age, grade or condition, in order to
arrive at what Nexus believes is the correct market value in use. In other cases they use different
factors. On April 16, Dr. Kelly said that it doesn’t matter what factor you change, as long as the
bottom line is correct.

It does matter. In setting assessments it matters a great deal. It matters because an assessor
must have an-accurate inventory of property characteristics if there is to-be-any hope of correctly
estimating replacement cost. It matters because if there is to be any uniformity between
assessments we must be able to have a true understanding of not only the market values of
properties but also their physical characteristics. It matters because accurate trending requires
accurate physical information about the properties that are to be trended. It matters because as

% The BKKM case cited by Dr. Kelly is an unpublished decision which, according to Indiana Court Rules
should not be cited as authority.




an assessor attempts to model the market, he or she must know and consider the actual physical
characteristics of properties.

And it matters to the integrity of the system. It matters to the public’s trust in the system. Is it any
wonder that so many citizens of LaPorte County have lost all faith in the assessment system
when their assessor says that grade, condition, age and “other elements” are not important? If
assessors treat land values ~ an essential part of the every assessment — as just an arbitrary,
“back-filled” number to be inserted in order to keep the taxpayers from knowing why their
assessments are actually being increased, the system is diminished.

Dr. Kelly has mis-quoted the Manual in a futile attempt to support his position that “the final
assessed value is the only important element of the assessment, not grade condition or other
elements.” Dr. Kelly states, “[in fact page 2 of the Manual states in part that assessors shall
make whatever changes necessary to arrive at their view of the proper value.” (Emphasis
added.) The manual says no such thing. Presumably, Dr. Kelly refers to this quote that appears
on page 2 of the Manual.

Although this assessment manual provides general rules for assessing property,
situations may arise that are not explained or that result in assessments that may
be inconsistent with this definition. In those cases the assessor shall be
expected to adjust the assessment to comply with this definition and may ask the
State Board to consider additional factors, pursuant to IC 6-1.1-31-5, to
accomplish the adjustment.

Therefore, nothing in the manual suggests that Assessors are encouraged to make
incorrect changes to grade, condition, effective age, or any other property characteristic.
What IS required is that they adjust the assessment to make the "bottom line value”
reflect the market value in use. There is an express column in property record cards that
permits assessors to make a "market adjustment” to comply with the definition of value.
Making such adjustment not only complies with the intent of the Manual, but it preserves
physical characteristics of the property data in a way that permits assessors to trend
assessments in future years.

5. The Mann-Whitney test is valid, even if the sales chasing has taken place
over more than one year. No authority has been cited, and none exists for the
assertion that there is any relevance to the period of time between reassessments in
applying the Mann-Whitney (or any other) sales-chasing test.
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May 21, 2008

Mr. Timothy Rushenberg

General Counsel

Indiana Department of Local Government Finance
Indiana Government Center North

100 N. Senate Ave., Rm. 1058(B)

Indianapolis, IN 46204

Dear Mr. Rushenberg:

In addition to submitting the Denne comments on Dr. Hamilton's statistical analysis, I
wanted to offer these brief comments. The Department's Resolution 2008 - 0001 found a
number of areas of non-performance including "compelling evidence" "that the County through
its vendor may have intentionally changed assessment elements, such as effective age and land
values, in order to reach a 'bottom line value'." As further explained below, neither Nexus nor the
County (i) offered any evidence suggesting that they did not, in fact, manipulate property
characteristics on property record cards in order to achieve a bottom-line value, nor (ii) offered
any arguments that such manipulation is permitted under Indiana law.

1. At the May 15 hearing, Dr. Hamilton offered a number of statistical critiques
concerning ratio studies, but so far as I can recall, Dr. Hamilton never (a) disputed that Nexus
had intentionally changed assessment elements such as effective age and land values in order to
reach a bottom line value; and (b) never suggested that it was good assessment practice to change
assessment elements in order to reach a bottom line value. Given that Dr. Hamilton has some
familiarity with JAAO standards and generally accepted assessment practices, his failure to offer
any support for Nexus on the points is damning.

2. At the May 15 hearing, neither Nexus or the County presented any witness to
dispute that Nexus had intentionally changed assessment elements such as effective age and land
values in order to reach a bottom line value. Likewise, neither Nexus nor the County presented
any witness, or cited any generally recognized authority that it was good assessment practice to
change assessment elements in order to reach a bottom line value.

3. The Department's charge that Nexus manipulated assessment elements to arrive at
bottom line values was fully supported by the explicit admissions of Dr. Kelly and Mr. Weunsch

Indianapolis Carmel Chesterton West Lafayette Raleigh, NC Wiashington, DC
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at the April 16 meeting. Therefore, it is understandable that Nexus and the County did not claim

that the assessment elements had not been manipulated. But it is also crucial to note that they

did not offer any evidence suggesting that their manipulation of data was justified, or that such

manipulation constitutes an acceptable assessment practice. Faced with the Department's

tentative findings on data manipulation and an opportunity to refute the findings, the silence of
- Nexus and the County on these issues is deafening.

4. It seemed clear from the April 16 statements of Mr. Weunsch and Dr. Kelly that
the manipulation of assessment elements was a standard practice for Nexus and took place
throughout LaPorte County. In fact, at the May 15 hearing, the County and Nexus submitted
damning materials in the form of PowerPoint presentations prepared by Nexus and submitted as
a part of "Tab E" of their materials. These PowerPoints seem to be a "do it yourself" text
showing how Nexus did (and how other assessors should) manipulate property characteristics in
order to justify a chosen value. Tab E can be seen only as evidence that, in Nexus' opinion,
manipulation of property characteristics is a proper assessment technique. Given Nexus'
endorsement of the “technique” in Tab E, it is appropriate to infer that Nexus has widely applied
the “technique” throughout La Porte County. This is further evidence of the necessity for a
county-wide reassessment.

Because interim-year assessments are trended from year to year based on application of
trending factors to property characteristics as reflected on property record cards, the corruption
of the underlying property data will have a ripple effect for each subsequent year unless a
reassessment is ordered. The pernicious impact of manipulated property record card data is
manifest and must be remedied in order to provide any confidence that future year assessments
are correct and that the property tax relief enacted during the 2008 session of the General
Assembly applies uniformly and equally throughout the county in the years to come.

Indianapolis Carmel Chesterton West Lafayette Raleigh, NC Washington, DC
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For the foregoing reasons, and for the reasons explained in the vast array of materials

submitted to the Department throughout the course of the Department’s proceedings, we request,
on behalf of Mr. Wendt, that:

(2) the Department order a complete reassessment of La Porte County;

(b) an experienced, independent contractor rather than Nexus conduct the reassessment;

(c) the independent contractor be directed to assume responsibility over the initial level
of appeals instead of the La Porte County PTABOA; and

(d) to the extent permitted by law, that the current La Porte County Assessor be relieved

of her duties.
truly you%

Thomas M. Atherton

Ve

TMA:mp

1143829
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